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MEMORANDUM 

TO:  Members,  Committee  on  Public  Works  and  Transportation 

FROM:  Economic  Development  Subcommittee  Staff 

SUBJECT:  SUMMARY  OF  SUBJECT  MATTER  for  July  12,  1994  hearing  on  "Creating 
a  New  Vision  for  the  Economic  Development  Administration:  Competitive 
Communities" 

On  Tuesday,  July  12,  1994,  at  10:00  a.m.,  the  Committee  and  its  Economic 
Development  Subcommittee  will  hold  a  hearing  at  which  Secretary  of  Commerce  Ronald 
H.  Brown  will  outline  the  Clinton  Administration's  vision  for  the  Economic  Development 
Administration  (EDA)  and  unveil  EDA's  new  "Competitive  Communities"  program.  This 
summary  of  subject  matter  provides  background  information  on  the  legislative  history  and 
programs  of  the  Economic  Development  Administration. 
Legislative  History 

Background 

In  1965,  Congress  passed  and  President  Johnson  signed  into  law  the  Public  Works 
and  Economic  Development  Act  of  1965  (PWEDA).  The  Economic  Development 
Administration,  created  by  PWEDA  provides  federal  assistance  to  the  Nation's 
economically  distressed  urban  and  rural  areas  by  helping  them  foster  economic  renewal 
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and  growth,  create  permanent  jobs,  and  contribute  to  the  national  economy. 

EDA's  authorization  expired  September  30,  1982,  in  the  97th  Congress.  In  each 
succeeding  Congress  since  1981,  the  Committee  has  reported  bills  to  the  House 
reauthorizing  and  revising  EDA  and  the  House  has  passed  these  bills  by  overwhelming 
margins.  Although  the  Senate  never  acted  on  any  of  those  reauthorization  bills  and  the 
two  previous  Administrations  tried  to  terminate  EDA  programs,  Congress  has  kept  the 
agency  alive  by  consistently  funding  its  programs  through  the  appropriations  process. 

Legislative  Status:    103rd  Conpress 

Today,  with  the  strong  support  of  the  Clinton  Administration,  Congress  is  in  the 
best  position  in  years  to  enact  legislation  to  authorize  and  improve  EDA  programs.   In 
June  1993,  Chair  Wise  introduced  H.R.  2442,  a  one-year  authorization  of  the  Economic 
Development  Administration,  at  the  request  of  the  Clinton  Administration.  After 
numerous  hearings,  the  Committee  adopted  an  amendment  in  the  nature  of  a  substitute, 
entitled  the  "Economic  Development  Reauthorization  Act  of  1994",  to  H.R.  2442  and 
reported  the  bill  to  the  House  on  February  10,  1994. 

H.R.  2442  was  sequentially  referred  to  the  Committee  on  Banking,  Finance  and 
Urban  Affairs.  After  the  Banking  Committee  reported  H.R.  2442  to  the  House, 
Members  of  the  Public  Works  and  Banking  Committees  agreed  upon  a  compromise 
version  of  H.R.  2442.   On  May  12,  1994,  the  House  passed  this  compromise  version  of 
H.R.  2442  by  a  vote  of  328  to  89.   H.R.  2442  authorizes  an  estimated  $386  million  for 
EDA  programs  for  each  of  fiscal  years  1995  and  1996. 
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On  June  27,  1994,  the  House  passed  H.R.  4603,  the  Commerce,  Justice,  State,  the 
Judiciary,  and  related  agencies  appropriations  bill,  which  appropriates  $339  million  for 
economic  development  assistance  programs  for  fiscal  year  1995.   In  addition,  on  June  30, 
1994,  Senator  Max  Baucus  introduced  an  EDA  reauthorization  bill  (S.  2257)  which  is 
very  similar  to  H.R.  2442. 

H.R.  2442 

H.R.  2442,  as  passed  by  the  House,  authorizes  EDA  programs  and  programs  of 
the  Appalachian  Regional  Commission  (ARC)  for  three  years  from  fiscal  year  1994 
through  fiscal  year  1996.   Title  1  of  the  bill  amends  the  Public  Works  and  Economic 
Development  Act  of  1965,  as  amended,  and  provides  funding  for  EDA  programs  under 
its  several  existing  titles.  This  approach  differs  from  previous  EDA  reauthorization  bills 
which  struck  existing  titles  of  PWEDA  and  rewrote  the  legislation.   H.R.  2442  provides 
new  authorizations  for  EDA  programs  and  amends  these  programs  to  improve  their 
capacity  to  meet  existing  community  needs  as  well  as  changing  national  and  international 
economic  conditions  and  create  jobs. 

The  Public  Works  Committee  purposely  kept  the  number  of  amendments  to 
PWEDA  to  a  minimum  pending  completion  of  the  Administration's  own  in-depth  review 
of  EDA  programs  and  its  possible  future  legislative  recommendations.  The 
Administration  has  completed  its  review  and,  at  this  hearing,  Commerce  Secretary  Ron 
Brown  plans  to  outline  the  Clinton  Administration's  vision  for  the  Economic 
Development  Administration  and  unveil  EDA's  new  "Competitive  Communities" 


Page  4 


program. 
EDA  Programs 

Programs  administered  by  the  Economic  Development  Administration 
successfully  help  many  of  the  Nation's  most  economically  distressed  areas  revitalize  their 
physical  and  social  structure  and  provide  incentives  to  small  and  medium-sized  businesses 
to  grow  and  generate  long-term  jobs.  The  largest  share  of  EDA  funding  supports 
PWEDA's  Title  I  program  to  help  areas  develop  the  necessary  public  infrastructure  to 
establish  the  essential  foundation  to  stimulate  the  areas'  economic  growth.   EDA  also 
provides  technical  assistance  and  planning  grants  including  funds  for  university  centers, 
grants  to  formulate  plans  and  implement  long-term  development  strategies,  and  funds  for 
research  projects.   Finally,  under  PWEDA's  Title  IX,  EDA  provides  economic 
adjustment  assistance  grants  to  help  areas  overcome  long-term  economic  deterioration 
(LTED)  and  the  threat  or  impact  of  sudden  and  severe  economic  dislocation  (SSED) 
including  dislocation  caused  by  military  base  closings,  defense  industry  cutbacks,  major 
plant  closings,  or  natural  disasters. 

The  Committee  believes  that  these  programs  provide  an  important  contribution  to 
help  both  urban  and  rural  areas  renew  their  economies  and  encourage  job  creation.  The 
Committee  stands  ready  to  work  with  the  Administration  to  help  ease  the  long-term 
economic  distress  of  these  areas  and  to  assist  communities  affected  by  defense  spending 
cuts  and  natural  disasters. 
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RONALD  H.  BROWN 
Secretary  of  Commerce 

"  American  business  will  know  that  the  Department  of  Commerce  has  a  strong  and  independent 
leader  and  a  forceful  advocate."   So  sated  President-elect  Bill  Clinton  on  December  12.  1992.  in 
nominating  Ronald  H   Brown  to  be  the  30th  U.S.  Secretary  of  Commerce. 

Secretary  Ronald  H.  Brown's  appointment  was  confirmed  by  the  U.S.  Senate  on  January  21.  1993 
and  he  took  office  the  folio  wins  <"> 

A  lawyer,  negotiator,  a  pragmatic  bridge  builder,  and  the  highly  successful  immediate  put  chairman 
of  the  Democratic  National  Committee  and  1993  Inaugural  Committee.  Secretary  Brown  brings  wide 
experience  to  this  newest  challenge  of  building  a  strong  private  sector/public  sector  partnership. 
"The  Department  of  Commerce's  central  mission  must  be  to  promote  long-term  economic  growth." 
he  has  stated     "That  includes  rebuilding  our  Industrial  base  and  working  with  small  business  owners 
and  minority  entrepreneurs  to  create  and  expand  employment  opportunities.'' 

Secretary  Brown  serves  on  the  President's  National  Economic  Council,  the  Domestic  Policy  Council 
and  the  Task  Force  on  National  Health  Care  Reform.   He  also  is  Chairman  of  the  Trade  Promotion 
Coordinating  Comminee.  and  of  the  National  Information  Infrastructure  Teak  Force.  President 
Clinton's  initiative  to  build  a  national  information  superhighway.   Secretary  Brown  is  Co-Chair  of 
the  U.S. -China  Joint  Commission  on  Commerce  and  Trade,  the  U.S.-Russia  Business  Development 
Comminee.  and  the  U.S. -Israel  Science  and  Technology  Commission. 

Formerly  a  partner  in  the  Washington.  DC.  law  firm  of  Pattern.  Boggs.  and  Blow.  Secretary  Brown 
is  a  member  of  the  New  York  Bar.  the  District  of  Columbia  Bar  and  the  United  Sates  Supreme 
Court  Bar.   He  also  served  as  chief  counsel  for  the  Senate  Judiciary  Comminee  under  the 
Chairmanship  of  Senator  Edward  M.  Kennedy.   Secretary  Brown  spent  12  years  with  the  National 
Urban  League  as  Deputy  Execunve  Director.  General  Counsel  and  vice  president  for  its  Washington 
operations 

Secreary  Brown  was  bom  in  Washington.  DC.  in  1941.   He  grew  up  in  New  York,  and  with  the 
help  of  a  scholarship  attended  Middlebury  College  in  Vermont.  He  received  his  law  degree  from 
St.  Johns  University,  attending  at  night  while  working  by  day  as  a  welfare  caseworker  for  the  City 
of  New  York.   He  served  for  four  years  in  the  Army  in  both  Germany  and  Korea. 

Secreary  Brown  currently  serves  on  the  Board  of  Trustees  for  Middlebury  College  and  is  chair  of 
the  Senior  Advisory  Comminee  of  the  Institute  of  Politics  at  the  John  P.  Kennedy  School  of 
Government.  Harvard  University.    He  is  also  an  elected  member  of  the  Council  on  Foreign 
Relations. 

Secreary  Brown  lives  in  Washington.  D.C..  and  Is  married  to  the  former  Alma  Arlington,  a  full- 
time  professional     Ron  and  Alma  Brown  have  two  children.  Michael  and  Tracey.  both  lawyers. 
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To  provide  additional  information  on  EDA  and  the  hearing,  the  following  items 

are  attached: 

o         Hearing  agenda; 

o  Biography  of  Secretary  of  Commerce  Ron  Brown; 

o  Table  of  EDA  authorization  and  appropriation  levels; 

o  Summary  of  the  House-passed  version  of  H.R.  2442;  and 

o  EDA's  March  30,  1994  Federal  Register  announcement  outlining  its 

policies  and  programs. 
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HEARING  BEFORE 
THE  COMMITTEE  ON  PUBLIC  WORKS  AND  TRANSPORTATION 
SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 
U.S.  HOUSE  OF  REPRESENTATIVES 

Tuesday,  July  12,  1994 

10:00  a.m. 

2167  Rayburn  House  Office  Building 


AGENDA 


To  conduct  a  hearing  on  "Creating  a  New  Vision  for  the  Economic 
Development  Administration:  Competitive  Communities"  to  be  outlined  by 
Secretary  of  Commerce  Ronald  H.  Brown. 


WITNESS 


The  Honorable  Ronald  H.  Brown 
Secretary  of  Commerce 
U.S.  Department  of  Commerce 
Washington,  D.C. 
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ECONOMIC  DEVELOPMENT  ADMINISTRATION 
AUTHORIZATION  AND  APPROPRIATION  LEVELS 

(in  millions) 


PWEDA& 

Trade  Act 

of  1974 

FY1994 
Authorization 

& 
Appropriation 

FY1995 

President's 

Budget 

Request 

FY1995 

House-passed 

Authorization 

H.R.  2442 

FY1995 

House-passed 

Appropriation 

H.R.  4603 

Tide  I 

Public  Works 

$160.0 

$130,924 

$175.0 

$175.0 

Title  ID 

Planning 
Tech.  Assist. 
Res./Eval. 

37.1 

(26.0) 
(10.6) 
(0.5) 

37.1 

(26.0) 
(10.6) 
(0.5) 

50.0 

38.024 

(26.598) 
(10.926) 
(0.5) 

Title  LX 

Def.  Adjust. 
Econ.  Adjust. 
Loan  Guar. 

115.542 

(80.0) 
(35.542) 
0 

211.0 

(140.0) 
(19.0) 
(52.0) 

81.0 
as  necessary* 
0 

115.5 

(80.0) 

(35.5) 

0 

Trade  Adjust. 

10.0 

0 

Trade  Act 
authorization 

10.0 

Program  Total 

$322,642 

$379,024 

$306.0  & 
as  necessary* 

$338,524 

Sal.  &  Exp. 

$28.0 

$32,647 

$36.0 

$32,205 

TOTAL 

$340,642 

$411,671 

$342.0  & 
as  necessary* 

$370,729 

*H.R.  2442  authorizes  such  additional  sums  as  may  be  necessary  for  defense  conversion 
activities  and  in  cases  of  natural  disasters.  The  Congressional  Budget  Office  scored  the 
"such  sums"  provision  at  $80  million.  Thus,  H.R.  2442  authorizes  a  total  of  $422  million 
for  EDA  programs  and  expenses. 
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SUMMARY  OF  HOUSE-PASSED  VERSION  OF  TITLE  I  OF  H.R.  2442 
May  12,  1994 

TTT1.F.  T  -  ECONOMIC  DEVELOPMENT  PROGRAMS 


Amends  and  extends  for  three  years  (through  fiscal  year  1996)  the  Public  Works 
and  Economic  Development  Act  of  1965,  as  amended. 

Authorizes  for  FY1994  --  amounts  equal  to  funds  appropriated  by  P.L  103-121  - 
$160  million  for  public  works  grants,  $37.1  million  for  technical  assistance, 
research,  and  information,  and  $115,542  million  for  economic  adjustment  grants  of 
which  $80  million  is  designated  for  defense  conversion  purposes.   For  each  fiscal 
year  1995  and  1996,  authorizes  $175  million  for  public  works  grants,  $50  million 
for  technical  assistance  grants,  $81  million  for  economic  adjustment  grants  and 
such  additional  sums  as  may  be  necessary  for  defense  conversion  and  natural 
disaster  activities. 

Establishes  an  Office  of  Strategic  Economic  Development  Planning  and  Policy  to 
support  research,  evaluation,  and  demonstration  projects  to  study  and  assess  "best 
practices"  in  economic  development.    Includes  an  Advisory  Committee  and  a 
Federal  Coordinating  Council  for  Economic  Development. 

Establishes  an  Office  of  Economic  Development  Information  within  the  Office  of 
Strategic  Economic  Development  Planning  and  Policy  to  serve  as  a  central 
information  clearinghouse  and  data  base  on  matters  relating  to  economic 
development,  economic  adjustment,  disaster  recovery,  and  defense  conversion 
programs  of  Federal,  State,  and  local  governments. 

Requires  establishment  of  three  Business  Outreach  Centers  to  demonstrate 
methods  to  assist  small  businesses,  isolated  due  to  linguistic,  cultural,  or 
geographic  barriers,  to  access  government  services. 

Establishes  new  eligibility  criteria  that  require  each  applicant  to  qualify  at  the  time 
it  applies  for  assistance  by  certifying  that  the  area  meets  one  of  the  following 
criteria:   (1)  per  capita  income  of  80  percent  or  less  of  the  national  average;  (2) 
unemployment  rate  of  1  percent  above  the  national  average  percentage;  (3) 
experienced  or  about  to  experience  significant  job  loss  due  to  sudden  economic 
dislocation;  or  (4)  community  or  neighborhood  experiencing  economic  distress. 
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Requires  each  applicant,  as  part  of  its  application  for  assistance  to  submit  an 
investment  strategy  which  (1)  identifies  the  economic  problems  to  be  addressed; 
(2)  identifies  past,  present,  and  projected  investments  in  the  area  and  their  sources 
of  funding;  (3)  sets  forth  a  strategy  for  addressing  the  economic  problems;  (4) 
describes  the  project  necessary  to  implement  the  strategy;  and  (5)  provides  a 
summary  of  public  and  private  resources  expected  to  be  available  for  the  project. 
The  investment  strategy  replaces  the  Overall  Economic  Development  Program 
(OEDP). 

Permits  funds  authorized  under  other  provisions  of  the  Act  to  be  available  for 
projects  in  economic  development  centers  and  for  ten  percent  bonus  grants  for 
projects  in  economic  development  districts. 

Expedites  EDA's  application  process.   Requires  guidelines  to  provide  for: 
o  increased  reliance  on  self-certification  by  applicants  of  compliance  with 

Federal  laws; 
o  greater  use  of  uniform  application  forms  and  procedures; 

o  delegation  of  decision-making  authority  to  regional  offices;  and 

o  reducing  the  time  and  number  of  reviews  conducted  by  other  offices  of  the 

Department  of  Commerce. 

Requires  the  Secretary  to  develop  recommendations  for  prioritizing  applications 
and  awarding  funding  for  projects  based  on  the  relative  needs  of  areas  eligible  for 
assistance  under  this  Act. 

Requires  evaluations  of  university  centers  and  economic  development  districts  to 
assess  their  performance  and  contributions  to  EDA's  job-creating  goals. 

Requires  the  Secretary  to  study  innovative  financing  tools  for  economic 
development  including  a  guaranteed  loan  program  and  an  equity  financing 
program.   Requires  the  Secretary  to  report  to  Congress  within  one  year  regarding 
whether  Congress  should  authorize  funds  for  an  EDA  guaranteed  loan  program  or 
equity  financing  program. 

Permits  acceptance  of  funds  transferred  from  other  departments  and  agencies  to 
carry  out  the  purposes  of  this  Act. 

Requires  the  Secretary  to  ensure  the  supervision  of  regional  counsels  by  regional 
directors. 

Defederalizes  Title  IX  revolving  loan  funds  after  such  funds  have  been  loaned  and 
repaid  into  the  fund.   Requires  guidelines  to  that  effect  with  provision  for  public 
review  and  comment.   Requires  that  the  revolving  loan  funds  continue  to  be  used 
for  the  public  purpose  for  which  the  fund  was  established  and  that  the  revolving 
loan  fund  accountability  standards  remain  in  effect. 
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o  Authorizes  the  Secretary  to  provide  assistance  for  projects  on  military  bases  being 

closed  and  in  communities  affected  by  base  closures.  Allows  Secretary  to  fund 
projects  on  military  bases  without  requiring  the  applicant  to  have  title  to  the 
property. 

o  Provides  outreach  to  communities  in  states  affected  by  military  base  closures  by 

requiring  designation  of  an  EDA  representative  to  provide  technical  and  other 
assistance. 

o  Provides  that  the  financial  instruments  in  a  revolving  loan  fund  may  be  sold,  at  the 

discretion  of  the  fund  administrator,  to  a  third  party  provided  that  the  proceeds  of 
the  sale  shall  be  deposited  in  the  fund  and  only  used  for  projects  consistent  with 
the  purposes  of  this  title  and  shall  be  subject  to  the  originally  applicable  financial 
management,  accounting,  reporting,  and  auditing  standards. 

o  Establishes  a  two-year  demonstration  project  to  study  the  feasibility  and 

desirability  of  using  challenge  grants  to  generate  new  pools  of  investment  capital 
in  areas  suffering  from  long-term  economic  deterioration.   The  Secretary  shall 
select  three  recipients  of  the  challenge  grants  through  a  nationally  competitive 
process. 

o  Authorizes  the  Assistant  Secretary  to  suggest  that  departments  and  agencies  waive 

regulations  which  interfere  with  economic  development. 

o  Requires  compliance  with  the  Buy  American  Act. 
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DEPARTMENT  Of  COMMERCE 

Economic  Development 

Administration 

(DOCKET  No.  «I02«4  «M«L»_g 

Economic  Development  Assistance 
Programs— Availability  of  Funds 

AGENCY:  Economic  Development 
Administration  fEDA).  Commerce 
ACTION:  Notice. 

summary:  The  Economic  Development 
Administration  (EDA)  announces  its 
policies  and  application  procedures  for 
funds  available  in  fiscal  year  1994.  as 
described  in  Public  Law  103-121. 
Departments  of  Commerce.  Justice. 
State,  the  Judiciary,  and  Related 
Agencies  Appropriations,  to  support 
projects  designed  to  alleviate  conditions 
of  substantial  and  persistent 
unemployment  and  underemployment 
in  economically-distressed  areas  and 
regions  of  the  Nation  and  to  address 
economic  dislocations  resulting  from 
sudden,  severe  job  losses.  The  purpose 
of  this  announcement  is  to 
communicate  to  potential  applicants  for 
EDA  funds  the  policies  and  procedures 
that  will  be  used  to  administer  the 
Agency's  programs  during  fiscal  year 
1994.  Application  procedures  and 
funding  levels  for  the  University  Center 
Technical  Assistance  program  will  be 
announced  at  a  later  date. 
OATES:  This  announcement  is  effective 
for  fiscal  year  1994.  Please  see  the  end 
of  each  program  section  for  specific 
dates.  If  there  are  no  dates  listed, 
applications  will  be  processed  as  funds 
are  available.  Normally,  one  to  three 
months  is  required  for  a  final  decision 
on  an  application. 

ADDRESSES:  Interested  parties  should 
contact  the  EDA  office  in  their  area  (tea 
Section  XII). 

FOR  FURTHER  INFORMATION  CONTACT:  See 
information  at  the  end  of  each  program 
section  and  section  XD  for  the  EDA 
regional  office  and  Economic 
Development  Representative  for  the 
area. 

SUPPLEMENTARY  INFORMATION: 
I.  General  Policies 

According  to  existing  statutory 
criteria,  areas  containing  approximately 
90  percent  of  the  U.S.  population  are 
eligible  for  EDA  assistance  which,  in 
fiscal  year  1994,  totals  approximately 
$322.6  million.  Priority  consideration 
for  funding  will  be  given  only  to  those 
proposals  having  the  greatest  potential 
to  benefit  areas  experiencing  or 
threatened  with  substantial  economic 
distress.  EDA  is  particularly  interested 


in  projects  located  in  authorized  and 
designated  enterprise  zones.  Distress 
may  exist  in  a  variety  of  forms, 
including  exceptionally  high  levels  of 
unemployment,  extremely  low  income 
levels,  large  concentrations  of  low 
income  families,  low  labor  force 
participation  rates,  significant  decline  in 
per  capita  employment,  substantial  lots 
of  population  because  of  the  lack  of 
employment  opportunities,  unusually 
large  numbers  (or  high  rates)  of  business 
failures,  sudden  major  layoffs  or  plant 
closures,  and  drastically  reduced  tax 
bases. 

Potential  applicants  are  responsible 
for  demonstrating  to  EDA,  through  the 
provision  of  statistics  and  other 
appropriate  information,  the  nature  end 
level  of  the  distress  their  efforts  are 
intended  to  alleviate,  tn  the  absence  of 
evidence  of  exceptionally  high  levels  of 
distress,  EDA  funding  is  unlikely,  tn 
considering  proposal*  to  benefit 
severely  distressed  areas.  EDA  will  give 
special  consideration  to  those  that 
address  the  needs  of  rural  communities, 
particularly  aid  directed  toward  the 
economic  diversification  of  such  areas. 

During  FY  1994.  EDA  will  place  a 
special  emphasis  upon  assisting  projects 
that  focus  on  exports,  entrepreneursnip, 
and  technology  initiatives  including 
innovation,  transfer,  and 
commercialization  to  alleviate 
conditions  of  substantial  and  persistent 
unemployment  and  underemployment 
in  economically-distressed  areas  and 
regions,  through  the  provision  of  grants 
for  Public  Works  and  Development 
Facilities,  Technical  Assistance, 
Economic  Development  Planning,  and 
Economic  Adjustment  Assistance. 

EDA  recognizes  that  small 
communities  experience  impediments 
to  economic  development  other  than  the 
traditional  inadequacies  of  •**•**$ 
water,  sewer  and  roadway  systems: 
therefore,  in  fiscal  year  1994,  EDA  will 
give  consideration  to  projects  that  will 
assist  an  area  to  overcome  a  special 
development  or  infrastructure  problem 
that  is  preventing  employment  growth 
and  economic  development  from  taking 
place.  Such  projects  may  involve,  but 
are  not  limited  to,  activities  designed  to 
enhance  the  expansion  of  the  service 
sector  of  the  economy  when  that  sector 
is  deemed  more  growth  oriented  than 
the  traditional  industrial  sector,  or 
Innovative  projects  designed  for  the 
development  of  publicly-owned 
telecommunications  infrastructure 
when  it  can  be  demonstrated  that  such 
a  project  is  needed  to  foster  productivity 
or  enhance  economic  growth  within  an 
EDA-designated  area.  Such  proposals 
must  be  appropriately  scaled  and 
provide  substantial  and  direct  benefit  to 


the  local  economy  or  otherwise  enhance 
the  economic  prosperity  of  the  area. 
EDA  will  consider  providing  assistance 
to  demonstration  type  projects  that  are 
especially  creative  from  an  economic 
development  standpoint  and  that 
leverage  a  substantial  amount  of 
nonfederal  resources. 

EDA  expects  substantial  state  and 
local  support  for  proposed  projects. 
Proposals  that  do  not  provide  evidence 
of  strong  state  and  local  leadership  and 
financing  are  less  likely  to  receive  EDA 
assistance. 

In  the  case  of  projects  involving 
construction.  EDA  expects  construction 
to  be  initiated  and  completed  in  a 
timely  manner.  Applicants  are  expected 
to  anticipate  predictable  delays  such  as 
those  caused  by  normal  weather 
conditions,  permits  and  approvals,  legal 
complications,  community  disputes, 
land  acquisition,  etc,  and  account  for 
them  in  developing  project  schedules. 
Projects  which  are  likely  to  encounter 
significant  delays  will  receive  low 
funding  priority.  Projects  that 
experience  unreasonable  delays 
following  EDA  approval  may  be 
terminated  and  the  funds  deobligated. 
These  policies  are  consistent  with 
EDA's  objective  of  supporting  activities 
that  can  begin  to  benefit  local 
economies  as  soon  as  possible,  thereby 
meeting  the  pressing  development 
needs  identified  by  project  applicants. 
EDA  expects  those  responsible  for 
developing  and  managing  protects  to 
maximize  the  impact  of  the  public  funds 
by  preparing  and  implementing  projects 
as  thoroughly  and  expeditiously  as 
possible. 

EDA  funding  will  not  be  used  directly 
or  indirectly  to  assist  employers  who 
transfer  one  or  more  jobs  from  one 
commuting  area  to  another.  EDA 
nonrelocation  requirements  (13  CFR 
309.3)  apply  to  all  grants  involving 
construction,  rehabilitation  or  repair 
under  Titles  I.  IV,  IX.  and  section  301(0 
of  the  Public  Works  and  Economic 
Development  Act  of  1965  (Pub.  L.  89- 
136.  42  U.S.C  3121-3246h).  as 
amended  (including  grants  for 
Revolving  Loan  Funds,  under  Title  DC). 

No  award  of  Federal  funds  shall  be 
mede  to  an  applicant  who  has  an 
outstanding  delinquent  Federal  debt 
until  either 

1.  The  delinquent  account  is  paid  in 
full; 

2.  A  negotiated  repayment  schedule  is 
established  and  at  least  one  payment  is 
received,  or 

3.  Other  arrangements  satisfactory  to 
DoC  are  made. 

Applicants  may  be  subject  to  a  pre- 
award  accounting  system  survey  by  the 
Department  of  Commerce's  Office  of 
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Applicants  should  be  aware  that  if 
they  incur  any  costs  prior  to  an  award 
being  made  they  do  so  solely  at  their 
own  nsk  of  not  being  reimbursed  by  the 
Government.  Notwithstanding  any 
verbal  or  written  assurance  that  might 
have  been  received,  there  is  no 
obligation  on  the  part  of  EDA  to  cover 
pre-award  costs. 

The  following  material  describes 
other  policies  and  procedures  associated 
with  each  of  EDA's  programs. 

n  Program  Public  Works  and 
Development  Facilities  Assistance 

(Cataiog  of  Federal  Domestic  Assistance: 
11.300  Economic  Development  Grant*  and 
Loaas  for  Public  Works  and  Development 
Facilities,  11  304  Economic  Development 
Public  Works  Impact  Program  (PWTP)) 

Authority 

Funds  available  under  the  Public 
Works  and  Development  Facilities 
Program  are  used  to  finance  projects 
that  contribute  to  the  economic 
development  of  distressed  areas.  This 
program  is  authorized  by  Titles  I  and  IV 
of  the  Public  Works  and  Economic 
Development  Act  of  1965,  as  amended 
(PWEDA).  42  U.S.C  3131  and  42  U.S.C 
3171(a)(3). 
Eligibility 

Eligible  applicants  under  this  program 
include  any  state,  or  political 
subdivision  thereof.  Indian  tribe,  the 
Federated  States  of  Micronesia,  the 
Republic  of  the  Marshall  Islands,  the 
Commonwealth  of  Puerto  Rico,  the 
Virgin  j«J«n<4«,  Guam,  American  Samoa 
and  the  Common  wealth  of  the  Northern 
Mariana  Islands,  or  private  or  public 
nonprofit  organization  or  association 
representing  any  redevelopment  area  or 
part  thereof,  if  the  protect  is  located 
within  an  EDA -designated 
redevelopment  area. 

Redevelopment  areas,  other  than 
those  designated  under  the  Public 
Works  Impact  Program,  must  have  a 
currant  EDA-approved  Overall 
Economic  Development  Program 
lOEDP)  Political  entities  claiming 
eligibility  under  OEDPa  developed  by 
multicounty  economic  development 
organizations  are  expected  to  continue 
to  participate  actively  in  the 
organization.  Further  information  on 
eligibility  la  available  from  EDA  a 
regional  office*.  Nonprofit  applicants 
are  urged  to  seek  the  cooperation  and 
support  of  units  of  local  government 
and.  when  deemed  appropriate  by  EDA, 
to  have  the  local  government  serve  aa 
co-applicant  for  EDA  assistance  Thia 
serves  the  purpose  of  ensuring  the 
fasjaejaj  stability  and  continuity  of  the 
project,  in  the  event  that  the  nonprofit 


entity  finds  itself  in  a  position  of  not 
having  the  fin»n<-ial  resources  to 
properly  and  efficiently  administer, 
operate,  and  nMHttMB  the  EDA -assisted 
facility  consistent  with  the  provisions  of 
13  CFR  314— Property  Management 
Standards 
Program  Objective 

The  purpose  of  the  Public  Works 
Program  is  to  assist  communities  with 
the  funding  of  public  works  and 
development  facilities  that  contribute  to 
the  creation  or  retention  of  private 
sector  jobs  and  to  the  alleviation  of 
unemployment  and  underemployment. 
Such  assistance  is  designed  to  help 
communities  achieve  lasting 
improvement  by  stabilizing  and 
diversifying  local  economies,  and 
improving  local  living  conditions  and 
the  economic  development  of  the  area. 
EDA  emphasizes  the  alleviation  of 
unemployment  and  underemployment 
among  residents  of  the  project  ana  as  a 
primary  focus  of  this  program.  In  view 
of  the  current  rural  distress, 
applications  from  rural  communities 
will  be  reviewed  with  particular 
interest. 

Funding  Availability 

Funds  in  the  amount  of  SI  60  million 
are  available  for  this  program .  Grants 
awarded  under  this  program  are 
expected  to  range  between  1100,000  and 
S1.5  million. 
Funding  Instrument 

EDA  may  provide  direct  grants  not  to 
exceed  SO  percent  of  the  estimated  cost 
of  the  protect.  However,  under  certain 
ri rnirn stances  supplementary  grants  to 
augment  the  direct  grant  may  be 
provided  up  to  a  maximum  of  80 
percent  of  the  eligible  project  costs. 
Supplementary  grant  asstslsnre  to 
finance  over  SO  percent  of  the  project 
costs  will  be  approved  by  EDA  only  lot 
proposals  in  arses  of  high  irl  Hi  eel 
Decisions  on  such  supplementary  gnat 
assistance  will  be  based  on  the  nature  of 
the  pro  ject.  the  amount  of  fair  user 
charges  or  other  revenues  the  prefect 
may  reasonably  be  expected  to  generate, 
and  the  relative  needs  of  the  area  (see 
13  CFR  305.  5  k  But  in  no  event  shall  the 
Federal  participation  exceed  60  percent 
of  the  aggregate  cost  of  any  such  protect, 
except  m  the  case  of  a  grant  to  aa  Indian 
Tribe,  when  EDA  may  waive  the  aonr 
Federel  share.  Applicants  an  recurred 
to  provide  the  keel  share  bom 
acceptable  sources  inclodfaa,  but  not 
limited  to  cash,  local  gmemment 
general  nohgation  or  tesenue  bonds. 
Community  Development  Block  Grant 
(CDBG)  entitlement  funds  or  balance  of 
stats  awards,  Farmers  Home 


Administration  loans,  and  other  public 
and  private  financing,  including 
donations. 

The  local  share  need  not  be  in  hand 
at  the  time  of  application,  however,  the 
applicant  must  satisfy  EDA  that  the 
funds  will  be  available  to  provide  the 
nonfederal  share  of  the  project.  The 
local  share  must  not  be  encumbered  In 
any  way  that  would  preclude  its  use 
consistent  with  the  requirements  of  the 
grant  Priority  will  be  given  to 
applications  which  maximize  the  local 
snare's  percentage  of  the  project  cost. 

Project  Duration 

Projects  an  expected  to  be  completed 
in  a  timely  manner  consistent  with  the 
natun  of  the  project.  However,  the 
nuTimmn  period  for  which  assistance 
will  be  provided  shall  not  be  more  than 
five  (5)  yean  from  date  of  award. 

Evaluation  Criteria 

For  both  regular  public  works  projects 
and  Public  Works  Impact  Program 
(PWIP)  projects,  priority  consideration 
will  be  given  to  those  which  an  the 
most  competitive  based  upon  the  project 
evaluation  criteria  set  forth  below,  that 
beet  meet  the  needs  of  eligible  areas, 
and  that  an  located  in  anas  of  seven 
economic  distress.  Evaluation  criteria 
will  not  be  assigned  weights,  as  all 
factors  an  equally  important 

A.  Public  Works  Projects 

Factors  that  will  be  taken  into  account 
in  considering  projects  eligible  under 
section  lOl(eKlKAWC)  of  PWEDA.  42 
U.S.C  3131(eMlHAMC).  Include  if  and 
to  what  extent  the  project: 

1.  Improves  opportunities  for  the 
successful  irtiHlth-^*"'  or  expansion 
of  industrial  or  commercial  facilities  in 
the  are*  where  such  project  will  be 
located. 

2.  Assist*  in  creating  or  retaining 
private  sector  jobs  In  the  near  term  and 
assists  Ln  ths  creation  of  additional  long- 
term  employment  opportunities, 
provided  the  jobs  an  not  transferred 
from  any  other  ana  of  the  United  States. 
and  will  result  in  a  low  cost-per-job  in 
relation  to  total  EDA  cost. 

3.  Benefits  the  long-term  unemployed 
and  members  of  low-income  nrmlHee 
who  are  residents  of  the  area  to  be 
served  by  the  project. 

4  Fulfills  s  preesinsj  need  of  the  are*. 
or  part  thereof,  in  which  it  will  be 
located. 

5.  Is  consistent  with  the  EDA 
approved  Overall  Economic 

Deve  kjpment  Program  fOEDP)  lor  the 
ana  to  which  It  is.  or  will  be,  located, 
and  has  broad  community  support. 

6.  at  supported  by  significant  private 
sector  investment. 
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Application  Procedures 

Following  a  review  of  project 
proposals.  EDA  will  invite  entities 
whose  projects  are  selected  fen 
consideration  to  submit  applications. 
The  application  will  include  a  form  ED- 
1 01  A.  as  approved  by  the  Office  of 
Management  and  Budget  Control  No. 
0610-0011.  The  demand  for  public 
works  assistance  is  expected  to  exceed 
available  funding.  Therefore,  to  avoid 
having  incomplete  proposals  delay 
other  more  timely  grant  awards,  a  120- 
day  time  restriction  will  apply  to 
invited  applications  for  resolving 
application  deficiencies.  Applications 
that  cannot  be  recommended  for 
approval  within  120  days  of  receipt  in 
a  regional  office  because  of  unresolved 
issues  will  be  returned  to  the  applicants. 
Such  applications  may  be  reconsidered 
at  a  future  date,  but  must  compete  with 
other  proposals  at  that  time. 

Previous  Applications 

Project  applications  invited,  but  not 
funded  in  FY  1993.  remain  eligible  for 
funding  consideration.  Applications 
received  prior  to  the  date  of  this  Notice 
will  be  processed  and  evaluated  in 
accordance  with  the  project  selection 
criteria  published  for  FY  1993  and 
current  legal  requirements.  Those 
applications  received  on  or  after  the 
date  of  this  Notice  must  be  consistent 
with  the  project  selection  criteria  and 
requirements  published  In  this  Notice. 
Applicants  whose  projects  were  invited 
but  not  submitted  to  EDA  in  FY  1993 
should  contact  the  appropriate  EDA 
regional  office  regarding  forms  to  be 
used  for  FY  1994. 
Further  Information 

For  further  information  contact  the 
appropriate  EDA  regional  office  or 
economic  development  representative 
for  your  area  (see  section  XII  of  this 
notice). 

m.  Program:  Local  Technical 

Assistance 


(Catalog  of  Ftdtrall 

11.303  Economic  Dtve lopment— -Technical 

Auisiancs) 

Authority 

Funds  under  the  Local  Technical 
Assistance  Program  are  awarded  to 
eligible  applicants  to  provide  assistance 
intended  to  assure  the  successful 
initiation  and  implementation  of  area, 
state,  and  regional  development  efforts 
designed  to  alleviate  economic  distress. 
This  program  is  authorized  under 
section  301(a)  of  the  Public  Works  and 
Economic  Development  Act  of  1965,  as 
amended.  42  U.S.C  3151(a). 


Eligibility 

Eligible  applicants  for  Local 
Technical  Assistance  grants  or 
cooperative  agreements  include  public 
or  private  nonprofit  national,  state,  area, 
district,  or  local  organizations;  public 
and  private  colleges  and  universities; 
Indian  tribes,  local  governments,  and 
state  agencies.  In  certain  circumstances, 
applications  may  be  considered  from 
other  applicants  such  as  private 
individuals,  partnerships,  firms,  and 
corporations. 

Program  Objective 

The  Local  Technical  Assistance 
Program  is  designed  to  help  alleviate  or 
prevent  conditions  of  excessive 
unemployment  or  underemployment 
and  problems  of  economically 
distressed  populations  in  rural  and 
urban  areas. 
Funding  Availability 

Funds  in  the  amount  of  SI. 5  million 
are  available  for  the  Local  Technical 
Assistance  Program,  h  is  expected  that 
these  funds  will  be  made  available  for 
projects  serving  specific  local  or 
substate  areas  and  also  for  projects 
whose  impacts  will  cross  EDA  regional 
office  boundaries.  Individual  award 
amounts  have  averaged  $25,000  In 
recent  years. 

Funding  Instrument 

EDA  will  provide  grants  and 
cooperative  agreements  not  to  exceed  7S 
percent  of  the  proposed  project  costs. 
Applicants  are  expected  to  provide  the 
remaining  share,  preferably  in  cash.  The 
Assistant  Secretary  may  waive  all  or 
pan  of  the  25  percent  share  of  technical 
assistance  grants,  if  ha/she  determines 
that  ih»  nonfederal  share  is  not 
reasonably  available  hemtse  of  the 
critical  nature  of  the  situation  requiring 
technical  ■«i«»«w^  or  fox  other  good 
causa. 

Project  Duration 

Assistance  win  be  for  the  period  of 
time  required  to  complete  the  scope  of 
the  work.  This  typically  does  not  exceed 
twelve  months. 

Evaluation  Criteria 

Evaluation  criteria  will  not  be 
assigned  weights,  as  all  factors  are 
equally  important  and  contribute  to  the 
overall  quality  of  the  proposal. 
Evaluation  criteria  include  whether  the 
local  Technical  Assistance  proposal 
will: 

1.  Produce  strong  evidence  that  the 
proposed  project  will  lead  to  the  near- 
term  (between  one  and  five  years) 
generation  or  retention  of  private  sector 
jobs. 


2.  Do  not  depend  upon  further  EDA 
or  other  Federal  funding  assistance  to 
achieve  results. 

3.  Strengthen  the  capability  of  state 
and  local  organizations  and  institutions, 
including  nonprofit  development 
groups,  to  undertake  and  promote 
effective  economic  development 
programs  targeted  to  people  and  areas  of 
distress. 

4.  Stimulate  significant  private  and 
nonfederal  public  investment  for 
economic  development  purposes, 
including  funds  from  commercial 
lenders,  public  and  private  pension 
funds  and  other  nontraditional  sources. 

5.  Benefit  severely  distressed  areas, 
particularly  rural  counties  and 
communities. 

6.  Diversify  distressed  rural 
economies  by  means  of  enterprise  zones 
and  other  strategies. 

7.  Demonstrate  innovative  approaches 
to  stimulating  economic  development  in 
depressed  areas.  EDA  is  particularly 
interested  in  receiving  innovative 
proposals  In  the  following  areas: 

a.  Export  development  used  aa  an 
economic  development  strategy: 

b.  Assistance  to  business  in  uses  of 
technology; 

c  Minority  business  development  in 
distressed  area*;  and 
d.  Tourism. 

8.  Are  consistent  with  the  EDA 
approved  Overeat  EuuuuuK. 
Development  Program  (OEDP)  for  the 
area  in  which  the  projects  ere  located 
and  have  been  recommended  by  the 
OEDP  Committee  (if  appropriate  to  the 
nature  of  the  project). 

9.  Present  an  appropriate  and  clear 
project  design. 

10.  Are  proposed  by  organizations  or 
individuals  with  the  capacity, 
qualifications  and  staff  necessary  to 
undertake  the  intended  activities. 

11.  Present  a  reasonable,  itemized 
budget  for  the  proposed  activities. 

12.  Involve  a  atgadBcMg  (preferably 
cash)  contribution  in  excess  of 
minimum  required  from  applicant  or 
other  nonfederal  sources. 
Pn-Application  Procedures 

Parties  seeking  support  for  Local 
Technical  Assistance  projects  should 
contact  the  economic  development 
representative  (EBB)  for  the  area  to 
obtain  a  proposal  package.  This  package 
may  contain  additional  Information  on 
procedures  and  selection  criteria.  (Sao 
EDR  listing  la  Section  XD  of  this 
announcement.) 

EDA  will  evaluate  all  proposals  as 
they  are  received  and  Invite 
applications  for  those  which  best  satisfy 
the  evaluation  criteria.  An  invitation 
does  not,  however,  assure  EDA  funding. 
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and  concise  proposal  which  should  not 
exceed  20  pages.  Vita  and  capability 
information  may  be  appended. 
Proposals  should  Indue*: 

1.  A  cover  page  giving  a  short 
descriptive  project  title.  the-nojne  and 
address  of  the  performing  orgisixation, 
the  name  and  telephone  number  of  the 
project  director,  the  project  duration, 
the  amount  of  EDA  funds  requested,  and 
the  program  (National  Technical 
Assistance)  that  would  provide  the 
funds: 

2.  A  brief  scope-and-objectives  section 
indicating  why  the  project  is  needed, 
giving  its  objectives,  and  providing  a 
capsule  description  of  the  project; 

3.  A  more  detailed  description  of  the 
project  and  its  methodology: 

4.  A  work  plan  showing  different 
phases  of  the  project  and  their  timing; 

5.  A  detailed  budget  showing  cost 
breakdowns,  with  EDA-funded  and  non- 
EDA-funded  costs  presented  in  separate 
columns  and  with  the  EDA-funded  costs 
adding  to  the  total  shown  on  the  covet 

P*8* 

6.  Resumes  for  the  project  director 
and  principal  stall; 

and 

7.  A  corporate  or  institutional 
capability  statement,  when  appropriate. 

proposals  should  be  submitted  to  the 
Director.  Technical  Assistance  and 
Research  Division.  Economic 
Development  Administration.  Room 
7313,  U.  S.  Department  of  Commerce, 
Washington,  DC  2023a 

Application  Procedure* 

The  Technical  Assistance  and 
Research  Division  will  invite  entities 
whose  proposals  lor  National  Technical 
Assistance  projects  are  selected  far 
further  consideration  to  submit 
application  packages.  Such  Invitation, 
however,  does  not  assure  EDA  funding. 
The  application  will  Include  a  Standard 
Form-424  (OMB  Control  No.  038-0043). 

Eligibility  for  Specific  SoiicHabeim 

EDA  may.  during  the  course  of  the 
year,  identify  additional  spsdflc 
economic  development  torhnlral 
assistance  activities.  Organizations  and 
individuals  interest**  nvbatng  invited 
to  respond  to  Solicitations  of 
Applications  (SOAs)  to  conduct  such 
work  should  submit  information  on 
their  capabilities  and  experience  to  the 
Director.  Torhnlral  Assistance  cad 
Research  Division,  Economic 
Development  Administration.  Room 
7315.  U.S.  Department  of  Commerce. 
Washington.  DC  20230. 

Farther  Information 

For  further  Information  about 
National  Technical  Assistance  projects 


contact  the  National  Technical  $2  901  million.  Individual  awards  may 

Assistance  Coordinator,  telephone  (202)     vary  but  usually  will  not  exceed 
462-2127.  $56,000. 


V.  Program:  University  Center 
Technical/ 


(Catalog  of  Federal  Domestic  Assistance: 
11  303  Economic  "■ — t«p-  — "— laths. '"l 
Assistance) 

Nets:  Application  procedures  and  funding 
livtli  for  the  University  Center  Technical 
Assistance  program  will  be  announced  in  the 
Federal  legMejr  at  a  later  date. 


VI.  Program:  Planning 


Indian  Tribes,  and 

Areas. 


Assistance  for 


(Catalog  of  Fedaeal 
11.303  BconeaaieD 
Planning  Orsanizatleas) 

Authority 

Funds  under  the  District  Indian ,  and 
Area  Planning  Program  are  awarded  to 
defray  administrative  expenses  in 
support  of  the  economic  development 
planning  efforts  of  economic 
development  districts  (Districts), 
redevelopment  areas  (Areas)  and  Indian 
tribe*.  This  program  is  authorized  under 
section  301(b)  of  the  Public  Works  and 
Economic  Development  Ad  of  1065,  as 
amended.  42  U.S.C  3151(b). 

Eligibility 

Eligible  applicants  are  economic 
development  cbstrict*.  waeveiopmeeu 
areas,  organizations  representing 
redevelopment  area*  (or  parts  of  such 
Areas),  Indian,  tribes,  organizations 
repreeentiftg  multiple  Indian  tribes,  the 
Federated  States  of  Micronesia,  the 
Republic  of  the  Marshall  Islands,  the 
Commonwealth  of  Puerto  Rico,  the  U.S. 
Virgin  Islands,  Quaes,  American  Season, 
and  the  Com  mnn  wealth  of  the  Northern 
Miriam  Islands. 

Pi  ugiejn-OtihK  ate 

The  primary  objective  of  planning 
assistance  for  administrative  eipensee 
under  section  301(b)  is  to  support  the 
formulation  and  Implementation  of 
economic  development  programs 
designed  to  create  or  retain  full-rim* 
permanent  jobe  and  income,  particular!* 
for  the  unemployed  and  underemployed 
in  the  most  iluueeeail  area*  served  by 
the  applicant.  Planning  activitiee 
supported  by  these  ptugiam  funds  must 
be  part  of  a  continuous  pi  oases 
in vorvtng significant  leadership  by 
public  ofBciels  and  private  citizen*.   ' 

Funding  Availability 

Funds  in  the  amount  of  BUM 
million  are  available  in  two  categories: 
Districts/ Area*  (Category  A)— $16367 
miUion;  and  Indian  tribes  (Category  B>— 


Funding  Intti  uinel 

Grant  assistance  can  be  provided  for 
up  to  75  percent  of  project  costs  far 
Category  A  grants  with  the  applicant 
required  to  provide  the  remaining  there 
from  local  (non- federal)  source* 
Category  B  grant  existence  may  be 
provided  for  up  to  100  percent  of  protect 
costs. 

Project  Duration 

Assistance  will  normally  be  for  a 
period  of  twelve  months. 

Evaluation  Criteria 

Evaluation  critsrte  will  not  be 
assigned  weights,  as  all  factor*  are 
squally  im  portent-  EDA  will  consider 
the  following  {actors,  among  other 
things,  in  evaluating  proposals: 

1 .  The  responsivenees  of  the  propoeed 
work  program- to  the  [""glint 
regulations  ~— «-<— >  in  13  CFR  307  22. 

2.  Past  performance  of  any  currently 
funded  grant**  (inclhM&ne  information 
in  scheduled  progress  lepurtsl'. 

3.Thneconoanfcdls>*««ofthe>sree 
served  by  the  applicant;  -J 

4.  A  statement,  defining  iiiaiiasemanl 
an  d  staff  capacity  and  qualifscatione  in 
■nsjMsjfc  program/ policy  development 
and  operations;   -..«.- ■   .    - 

5.  Tom  local  Iseden^liniilvement  in 
the  applicants'  ocrmotnir  development 
ectivitiec  end        ^ 

6.  Priority  creniilsieiJun  will  be  given 
to  currently  funded  grantee* 

Proposal  Submnudn  Procedures 
Ap plication  procedures  may  be 
obtained  from  EDA'*  regional  offices  Jcr 
the  fallow!**: 

a.  Currently  funded  planning 
grantees;  and  .     — 

b.  Pro posahi  from  applicants  aw    " 
currently  funded  under  Categories ^or 
B,  that  would  fit  into  either  of  thoe* 


applicants  under  both 
Categories  A  and  B  should  submit 
proposals  which  include: 

1.  A  letter  signed  by  th*  chief  elected 
official  (Chairman  of  the  Board.  Tribal 
C**a|ne**m)  f  imrtlrJf  hfjll i  aiilhmiisil 
official  of  the  applicant  staring  th* 
organization'  a  desire  to  receive  funds  to 
carry  out  the  type*  of  planning  and 


the  301(b)  program. 

2.  Significant,  verifiable  inrormatiaq 
on  tnelev^ofeconosafadzetree*  in  the 
area,  including  unemployment  and 
income  data.  Any  major  rhangee  in 
distress  levels  during  rh*  past  year 
should  be  described. 
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3.  Extent  to  which  the  proposed 
planning  activities  are  expected  to 
impact  upon  the  service  area's  economic 
development  needs,  and  the  extent  to 
which  the  proposal  addresses/the 
problems  of  the  unemployedind 
underemployed  of  the  area,  including 
the  farm  families,  minorities,  workers 
displaced  by  plant  closings,  etc: 

4.  Past  performance  of  currently  or 
formerly  funded  grantees,  when 
applicable; 

5.  The  amount  of  local  participation 
provided  as  matching  dollars  to  the 
Federal  funds; 

6.  The  proximity  of  the  performing 
office  to  the  chief  executive  (i.e.. 
likalihood  that  the  activities  will  have  a 
significant  influence  on  the  policy  and 
decision  making  process):  and 

7.  Other  characteristics,  such  as 
involvement  of  the  private  sector  in  the 
proposed  activities,  and  particularly  for 
states,  the  innovatlveness  of  the 
proposed  approach  and  replicability  of 
the  modal  process  or  results. 

PrvposaJ  Submission  Procedures 

Potential  applicants  should  submit 
proposals  that  include: 

1.  A  tetter,  signed  by  the  chief 
executive  of  the  applicant  organization. 
indicating  a  desire  to  receive  funds  to 
carry  out  the  planning  activities 
outlined  in  the  proposal;  where  the 
funded  planning  program  will  be  placed 
in  the  organization.  Including  the  name 
and  title  of  the  person  to  be  responsible 
for  program  implementation:  the 
amount  and  for  what  period  funding  is 
being  requested;  and  the  anticipated 
funding  arrangement  if  the  planning 
activity  Is  to  continue  beyond  the  period 
of  EDA  support 

2.  Significant,  verifiable  lnformatiaav 
on  the  level  of  economic  distress  in  the 
area,  inducting  unemployment  and 
income  data.  Any  major  changes  to 
distress  levels  during  the  past  year 
should  be  described. 

3.  Information  indicating  the 
applicant's  commitment  to  the  proposed 
work  program  as  demonstrated  by 
amount  of  local  funding  and  the  < 
of  interest  displayed  by  the  chief 
executive. 

4.  A  time  chart  showing  all  major 
work  program  elements,  projected 
element  start  and  completion  dates,  and 
the  related  financial  expenditures 
programmed  for  each  work  element. 

5.  A  work  program  of  no  more  than 
10  pages  which  outlines  the  specific 
planning  activities  that  will  be  carried 
out  under  the  grant  and  specifies  which 
activities  will  be  handled  by  in-nouse 
staff,  consultants,  etc  The  work 
program  should  also  explain  the 
analysis  and  basis  of  the  need  for  the 


proposed  activities,  expected  impacts 
and  their  timing,  target  population!*}, 
and  involvement  of  the  private  sector  in 
the  proposed  activities. 

Current  grantees  seeking  additional 
funding  under  this  announcement 
should  comply  with  the  instructions  of 
this  notice.  Current  grantees  must  also 
include  a  3-S  page  progress  report  for 
the  current  grant  when  they  submit  the 
proposal  and  at  the  time  they  forward 
the  formal  application 

One  copy  of  the  proposal  should  be 
sent  to  the  appropriate  economic 
development  representative,  and  an 
original  and  one  copy  to  the  appropriate 
EDA  regional  office.  The  EDA  regional 
office  and  the  name,  address  and 
telephone  number  of  the  economic 
development  representative  for  the 
applicant's  area  can  be  found  in  Section 
XH  of  this  Notice. 

Forma/  Application  Procedures 

EDA  will  evaluate  proposals  using  the 
selection  criteria  died  above.  Once  the 
merits  of  the  proposal  are,  established. 
EDA  will  initiate  discussions  with  the- 
prospective  applicant  to  clarify  and 
improve  elemenU  of  the  proposal,  if 
necessary,  and  will  invite  those  whose 
proposals  are  selected  for  fc""1'"*, 
consideration  to  submit  formal 
applications,  which  will  include  an  SF— 
424  (OMB  Control  No.  0341  00431. 
scope  of  work,  proposed  budget,  staffing 
plan  and  other  requested  Information.  It 
should  be  noted  that  an  invitation  to 
submit  s  proposal  doea  not  assure  EDA 
funding.  Proposals  and  applications  will 
be  processed  es  they  are  received. 
Applications  received  after  FY  1994 
funds  are  avheueled  may  be  retained  by 
EDA  for  consideration  for  fuadmej  the, 
following  fiscal  yeer^aaaueafceg  made 
are  available. 

Further  Information 

For  further  information  contact  the 
appropriate  economic  davolopsnoaa 
representative.  EDA  roglnnal  office  (see 
Section  XII  of  this  Notice),  or  the 
Director.  Planning  Division,  Ecnsnmfc 
Development  Administration.  Roam 
7319.  U.S.  Department  of  Commerce. 
Washington.  DC  20230;  telephone  (202) 
482-3027. 

VTJL  Program:  Research  and  Evaluation 


(Catalog  of  Federal  I 

it.312  joaaemk  Psvelemems   Itseinli 

and  Evaluation  Program) 

Authority 

Funds  under  the  Ihaaeaiuh  and 
Evaluation  Program  are  used  to  support 
studies  that  will  increase  knowledge 
about  the  causes  of  economic  distress 


and  approaches  to  alleviating  such 
problems.  This  program  is  authorized 
under  section  301(c)  of  the  Public 
Works  and  Economic  Development  Act 
of  1965.  as  amended.  42  US.C  3131(c). 

Eligible  Applicants 

Eligible  applicants  for  research  and 
evaluation  grants  or  cooperative  grants 
include  private  individuals, 
partnersnips,  corporations,  associations, 
colleges  and  universities,  and  other 
suitable  organizations  with  proper 
expertise  relevant  to  economic 
development  research. 

Program  Objective 

The  obieczrves  of  section  301(c)  grants 
and  cooperative  agreements  are  the 
following: 

1.  Te  determine  the  causes  of 
unemployment,  underemployment, 
underdevelopment,  end  chronic 
depression  in  various  areas  and  regions 
of  the  Nation. 

2.  To  assist  in  the  fannulstido  and 
tmatamamttattoa  «f  n«n~»«i  nam  «■"* 
local  programs  that  will  raise 
employment  and  income  levels  end 
otherwise  produce  aomtaans  to 
problems  mashing  from  the  above ; 
conditions. 

3.  To  evaluate  the  effectiveness  of 
pmgiams,  projects,  and  techniques  used 
to  (a)  alleviate  maaiiaia  aiiliiei  and  (b) 
promote  economic  development 

Funding  Availability    . 

Funds  in  the  amount  of  S300.0OO  are 
available  for  this  program.  Funds  will  be 
used  for  projects  selected  through  the 
application  procedures  described  below 
and  for  EDA- initiated  solicitations 
Individual  awards  may  vary  but  usually 
will  not  exceed  SI  OXMJOC 

Funding  Instrument 

EDA  will  provide  grants  covering  up, 
to  100  percent  of  project  costs. 

Project  Duration 

Assistance  under  this  program  will 
normally  be  for  a  period  not  exceeding 
15  months. 

Evaluation  Criteria 

Evaluation  criteria  will  not  be 
assigned  weights.  EDA  will  use  the 
following  criteria  to  evaluate  research 
and  evaluatlan  proposals: 

1.  Suitability  of  the  subject 

2.  Potential  usefulness  of  the  research 
to  state  and  local  economic 
development  specialists. 

3.  General  quality  and  clarity  of  the 
proposal. 

4.  Soundness  and  completeness  of  the 
reissrch  methodology. 
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Funding  Instrument 

Title  K  funds  are  awarded  through 
grants  not  to  exceed  73  percent  of  the 

firoiect  cost.  Acceptable  sources  of  the 
ocal  share  include,  but  are  njjt  limited 
to.  local  government  geneeai  ewvenue 
funds:  Community  Development  Block 
Grant  (CDBC1  entitlement  funds  or 
balance  of  state  awards:  and  other 
public  and  private  donations.  The 
Assistant  Secretary  may  waive  all  or 
pan  of  the  25  percent  nonfederal  share 
of  economic  adjustment  assistance 
grants,  if  he/she  determines  that  the 
nonfederal  share  is  not  reasonably 
available  because  of  the  critical  nature 
of  the  situation  requiring  economic 
adjustment  assistance  or  for  other  good 
cause.  The  full  amount  of  the  local  share 
need  not  be  in  hand  at  the  time  of 
application,  however,  the  applicant 
must  have  a  firm  commitment  from 
identified  source(s),  and  the  funds  must 
be  readily  available.  The  local  share 
must  not  be  encumbered  in  any  way 
that  would  preclude  its  use  as  required 
by  the  grant  agreement.  With  the 
exception  of  RLF  grants,  for  which  the 
local  share  must  be  in  cash,  the  local 
share  may  be  cash  or  in-kind.  However, 
priority  consideration  will  be  given  to 
proposals  with  a  oah  local  share. 

Eligible  Applicants 

Eligible  applicants  within  areas 
meeting  the  EDA  eligibility  criteria 
described  below  include  a 
redevelopment  area  or  economic 
development  district  established  under 
Tide  IV  of  this  Act.  42  U.S.C  3161 ;  an 
Indian  tribe:  a  state:  a  city  or  other 
political  subdivision  of  a  state,  or  a 
consortium  of  such  political 
subdivisions;  a  Community 
Development  Corporation  defined  in  the 
Community  Economic  Development 
Act.  42  US.C  9802;  a  nonprofit 
organization  determined  by  EDA  to  be 
the  representative  of  a  redevelopment 
area:  the  Federated  Statee  of  Micronesia, 
the  Republic  of  the  Marshall  Islands,  the 
Commonwealth  of  Puerto  Rico .  the 
Virgin  Islands,  Guam.  A  — fc  ■  Samoa, 
and  the  Commonwealth  of  the  Northern 
Mariana  Islands 

Eligible  Areas 
A  LTED 

In  order  to  receive  priority 
consideration  for  funding  under  the 
LTED  Program,  an  area  must  be 
experiencing  at  least  one  of  three 
economic  problems:  very  high 
unemployment,  low  par  capita  trimmer. 
or  chronic  distress  (li..  ieilure  to  keep 
pace  with  national  economic  growth 
trends  over  the  last  five  yean).  Priority 
will  be  given  to  those  areas  with  two  or 


more  of  these  indicators.  Eligibility  is 
determined  statistically.  Further 
information  is  available  from  EDA's 
regional  offices  or  the  economic 
development  representative  for  your 
area  (see  Section  XII  of  this  Notice). 

B.  SSED 

In  order  to  receive  priority 
consideration  for  funding  under  the 
SSED  Program,  an  area  must  show 
actual  or  threatened  permanent  job 
losses  that  exceed  the  following 
threshold  criteria,  unless  otherwise 
determined  by  the  Assistant  Secretary: 

1.  For  areas  not  in  Metropolitan 
Statistical  Areas: 

a.  If  the  unemployment  rate  of  the 
Labor  Market  Area  exceeds  the  national 
average,  the  dislocation  must  amount  to 
the  lesser  of  two  (2.0)  percent  of  the 
employed  population,  or  500  direct  job* 

b.  If  the  unemployment  rate  of  the 
Labor  Market  Area  is  equal  to  or  lees 
than  the  national  average,  the 
dislocation  must  amount  to  the  lesser  of 
four  (4.0)  percent  of  the  employed 
population,  or  1.000  direct  Jobs. 

2.  For  areas  within  Metropolitan 
Statistical  Areas: 

a.  If  the  unemployment  rate  of  the 
Metropolitan  Statistical  Area  exceeds 
the  national  average,  the  dislocation 
must  amount  to  the  lesser  of  one-half 
(0.5)  percent  of  the  employed 
population,  or  4.000  direct  job*. 

b.  If  the  unemployment  rata  of  the 
Metro  poll  tan  Statistical  Area  is  equal  to 
or  less  than  the  national  sverage,  the 
dislocation  must  amount  to  the  lesser  of 
one  (1.0)  percent  of  the  employed 
population  or  8  XXX  direct  jobs. 

In  addition,  fifty  (50)  percent  of  the 
job  lose  threshold  must  result  from  the. 
action  of  a  single  employer,  or  eighty 
(00)  percent  of  the  fab  loss  threshes* 
must  occur  in  a  single  standard  induakry 
classification  (I.e..  two  digit  SIC  code  J. 

In  the  case  of  a  Preaidentially 
declared  natural  disaster,  the  area 
eligibility  siteria  are  waived, In  other 
similarly  exceptional  circumstances,  the 
criteria  may  be  partially  waived  at  the 
discretion  of  the  Assistant  Secretary. 

Actual  dislocations  must  have 
occurred  within  one  year  and 
threatened  dislocations  must  be 
anticipated  to  occur  within  two  yean  of 
the  date  EDA  is  qeilarsad 

Project  Duration 

Piujects  ate  expected  to  be  cosopsesed 
in  a  timely  manner  mrrlsaeitt  with  the 
nature  of  the  protect.  Bhwww.  the 
m.vimnm  period  for  which  assist  anre 
will  be  provided  shall  not  be  more  than 
five  years  from  date  of  award. 


Evaluation  Criteria 

Proposals  will  be  evaluated  based  on 
conformance  with  statutory  and 
regulatory  requirements,  the  economic 
adjustment  needs  of  the  area,  the  merits 
of  the  proposed  prosed  is  eialiaaiinu 
those  needs  and  the  potential 
applicant's  ability  to  manage  the  grant 
effectively.  Evaluation  criteria  will  not 
be  assigned  weights,  as  all  factors  are 
equally  important 

A.  LTED/ULF  Evaluation  Criteria 

Key  factors  in  EDA's  evaluation  of 
proposed  LTED/RLF  projects  include: 

I.  Economic  and  Financial  Needs  of 
the  Pro)ect  Area:  a.  Areas  with  the 
highest  levels  of  te— —fa  dim  sea  (high 
unemployment,  low  per  capita  income. 
vecant  plants,  deteriorating 
Infrastructure,  and  declining  farm 
economy,  etc)  will  receive  priority 

b.  Need  for  RLF  financing  will  be 
evaluated  baeed  on  the  local  capital 
market  and  the  applicant's  analysis  of  it. 
and  how  clearly  this  analysis  defines 
the  financial  problems  to  be  addressed 
by  the  RLF  project. 

c  Applicant's  need  for  grant  funds  to 
carry  out  the  project  will  be  baeed  oa  an 
at  of  its  fim 


financial  resources. 
2.  Objectives  ami  Benefits  of  Proposed 
Projects:  Priority -eriel  ha  gte  au  to 
projects  that: 

a.  Stimulate  privets  sector 
employment.  The  number  and  types  of 
jobs  to  be  created/retained  will  be  key 
factors  In  project  selection  along  with 
the  job/cost  ratio  eatahnahed  for  the  RLF 
portfolio  as  a  whole. 

b.  larger  assistance  la  meet  program 
objectivea-end  to  eupporl  specific 


or  underwsy  ia  the  i 

theee  idsswnserm  Ike  OBP.  Terse  f 

strategy.  e*« 

deal  with  sb 

problems  affecting  the  area.  Thie  may 

Include  target  areas,  industries,  types  of 

employers  or  other  criteria  that 

minmlre  the  impact  of  aetistartre  on 

spedfk  needs  within  the  area. 

c  Leverage    'ghee  ratioa  of  private 
investment  then  Ifca  required  H mjjmsm1 
ratio  of  teen  private  sector  investment 
dollars  to  one  RLF  dollar.  (Not*  the 
local  share  or  other  hmd*  prevxked  by 
the  RLF  to  finance  loan*  cannot  be 
counted  as  h imaged  dollars  ) 

d.  Promote  erpreta.  entivprsneormip, 
and  technology  initiatives  including 
innovation.  Uaiieisi  and 

a.  Direct  new  job  opportunities  to  the 
long-term  unemployed  and 
underemployed. 
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X.  Program:  Defense  Conversion 


Authority 

Funds  under  the  Defense-Conversion 
program  ore  used  to  -nnhjnjn-n-  whose 
economies  are  adversely  impacted  by 
reductions  in  defense,  spending,  to 
facilitate  the  orderly  redeployment  of 
their  defense  created  assets  to  activities 
which  help  restructure  and/or 
strengthen  their  economic  base.  Areas 
experiencing  closure  of  a  military 
facility,  a  defense  related  Department  of 
Energy  facility  and/or  reductions  in 
defense  procurements  may  be  eligible 
for  assistance.  This  program  is 
authorized  under  section  4103(b)  of 
Division  D  of  Public  Law  101-610  for 
FY  1991.  and  section  430S  of  Division 
D  of  Public  Law  102-4  W  for  FY  1993. 
10  U.S.C  2391  note. 

Program  Objective 

The  program  is  designed  to  provide 
defense  Impacted  communities  with  the 
resources  to  develop  and/ or  carry  out 
programs  and  projects,  singly  or  in 
combination,  that  support 
implementation  of  a  defense  conversion 
strategy  or  base  re-use  plan.  Commonly 
funded  types  of  programs  and  projects 
include,  but  are  not  .Limited  to:  planning 
and  strategy  development  (only  as  may 
be  necessary  to  complement  and  expand 
work  funded  by  the  Office  of  Economic 
Adjustment.  Department  of  Defense); 
research  and  analysis,  for  example, 
marketing  and  feasibility  studies;  design 
and  delivery  of  conversion  or 
development  assistance  and  service*  for 
affected  businesses,  typically  smaller 
defense  contractors,  for  example,  filling 
gaps  in  available  technical  services. 
developing  collaborative  alliances  for 
new  product  and  market  development, 
and  establishing  or  expanding  Wn«n<-<»>g 
programs  for  targeted  Dullnesses;  and 
infrastructure  improvements  needed  to 
facilitate  the  re-use  of  former  military 
facilities. 

Assistance  may  be  provided  directly 
to  affected  communities,  and  also 
through  other  entitle*.  sucn~as  states  or 
regional  development  organization*. 
when  to  do  so  would  reauhin  more 
effective  and  efficient  delivery  of  a 
particular  service  or  program. 

Funding  Availability 

Funds  in  the  amount  of  MO  million 
are  available  for  the  Defense  Conversion 
program  under  Public  Law  103-121, 
October  27, 1993. 

Near  The  Selection  Criteria  and 
Application  Procedure  tat  forth  In  this 
announcement  supemda  moss  previously 
announced  In  the  Federal  Mjpttm  of  May  « 
19*3  (M  PR  m»l|.  and  apply  to  the 


unobligated  balance  of  the  MO  million 
authorized  under  section  4305  of  Division  D 
of  Public  Law  102-4(4  and  of  the  ISO  million 
authorized  under  section  4103(b)  of  Division 
D  of  Public  Law  101-5 10. 

Funding  Instrument 

Assistance  is  in  the  form  of  grants, 
which  will  normally  be  awarded  under 
the  authority  of  EDA's  Title  DC 
Economic  Adjustment  program. 
However,  grants  for  assistance  under  the 
Defense  Conversion  program  may  also 
be  made  to  applicants  eligible  for 
assistance  under  the  Title  I  Public 
Works  and  the  Title  HI  Technical 
Assistance,  Research  and  Planning 
programs. 

Title  DC  grants  may  be  awarded  for  up 
to  75  percent  of  the  total  project  cost. 
Acceptable  sources  of  the  local  share 
include,  but  are  not  limited  to.  local 
government  general  revenue  funds; 
Community  Development  Block  Grant 
(CDBC)  entitlement  funds  or  balance  of 
state  awards:  and  other  public  and 
private  donations.  The  Assistant 
Secretary  may  waive  all  or  part  of  that 
25  percent  nonfederal  share  of  ■ooaatanic 
adjustment  ***■"»""?  grants,  if  he/she 
determines  that  the  nonfederal  share  is 
not  reasonably  available  *»»'«"—  of  the 
critical  nature  of  the  situation  requiring 
economic  adjustment  *— 'fanrt  or  for 
other  good  cause.  The  full  amount  of  the 
local  share  need  not  be  in  hand  at  the) 
time  of  application;  however,  the 
applicant  must  have  a  firm  commitment 
from  identified  source(s),  and  the  funds 
must  be  readily  available.  The  local 
share  must  not  be  encumbered  In  any 
way  that  would  preclude  its  use  a* 
required  by  the  grant  agreement.  The 
local  share  for  a  revolving  loan  fund 
project  must  be  in  cash,  and  while  the 
local  share  for  other  type*  of  defense 
conversion  actl viae*  may  be  cash  or  in- 
kind  .  priority  coneideretioa  will  be- 
given  to  proposals  with  a  cash  focal 
share. 

For  information  legaidaug  local  share 
requirements  for  the  Title  I  Public 
Works  and  th*  Title  m  Technical 
Assistance.  Reseat ch  and  Planning 
programs.  Sections  C IV  and  VI  of  this 
Announcement  should  be  consulted 

In  accordance  with  Public  Law  103- 
121.  financial  assistance  may  be 
provided  for  protects  to  he  located  on 
military  installations  closed  or 
scheduled  for  closure  or  realignment  to 
eligible  grantees  under  PWEDA  without 
it  being  required  that  the  grantee  hare 
title  or  ability  to  obtain  a  lease  for  the 
property ,  for  the  useful  His  of  the 
project  when,  in  the  opinion  of  the 
Secretary  of  Co— asj  t  such  financial 
assistance  Is  necessary  for  the  economic 
development  of  the  area:  and  the 


Secretary  of  Commerce  may.  as  he  or 
she  deems  appropriate,  consult  with  the 
Secretary  of  Defense  regarding  title  to 
the  Land  on  military  installations  closed 
or  scheduled  for  closure  or  realignment. 

Eligible  Applicants 

Eligible  applicants  within  areas 
meeting  the  eligibility  criteria  described 
below  include  a  redevelopment  area  or 
economic  development  district 
established  under  Title  IV  of  this  Act.  42 
U.S.C  3161:  an  Indian  tribe;  a  state:  a 
city  or  other  political  subdivision  of  a 
state,  or  a  consortium  of  such  political 
subdivisions;  a  Community 
Development  Corporation  defined  in  the 
Community  Economic  Development 
Act.  42  U.S.C  9802:  a  nonprofit 
organization  determined  by  EDA  to  be 
the  representative  of  a  redevelopment 
area:  and  the  Federated  States  of 
Micronesia,  the  Republic  of  the 
Marshall  Islands,  the  Commonwealth  of 
Puerto  Rico,  the  Virgin  Islands.  Guam. 
American  Samoa,  and  the 
Commonwealth  of  the  Northern  Mariana 
Islands. 

For  assistance  under  the  Title  I  Public 
Works  program,  and  Title  m  Technical 
Assistance.  Research  and  Planning 
programs.  Sections  D,  IV  and  VI  of  this 
Announcement  should  be  consulted. 

Applicants  must  meet  either  the 
Department  of  Defense  criteria  or  the 
Economic  Adjustment  program  criteria 
described  in  A  and  B  below: 

A.  Department  of  Defense  Criteria 

(1)  In  the  case  of  a  proposed  or  actual 
establishment  realignment,  or  closure 
of  a  military  installation,  where  the 
Secretary  of  Defense  determines  that 
such  action  Is  likely  to  have  a  direct  and 
significantly  adverse  consequence  on 
the  affected  community. 

(2)  In  the  case  of  a  publicly 
announced  planned  reduction  in  DQD 
spending,  the  cancellatioD  or 
termination  of  a  DOD  contract,  or  the 
failure  to  proceed  with  a  previously 
approved  major  defense  acquisition 
program,  ssai stance  may  be  provided 
only  If  th*  reduction,  f.tn.ll.tt^ 
termination,  or  failure  will  have  a  direct 
and  significant  adverse  impact  on  a 
community  anal  will  result  in  the  loss  of 
the  leaser  of: 

(a)  2  JO0  or  more  employee  positions. 
in  the  case  of  a  Metropolitan  Statistical 
Ana  (MSA)  or  similar  area  (as  denned 
by  the  Director  of  the  Office  of 
Management  and  Budget); 

(b)  1,000  or  more  employee  positions, 
in  the  case  of  a  labor  market  area 
outside  of  an  MSA;  or 

(c)  one  percent  of  the  total  number  of 
civilian  jobs  in  that  area. 
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B.  EDA  Criteria 

The  dislocation  must  satisfy  one  of 
the  following  criteria  (in  exceptional 
circumstances,  the  criteria  may  be 
partially  waived  by  the  Assistant 
Secretary  for  Economie***»lopmenO: 

(1)  For  areas  not  in  MSA*: 

(a)  If  the  unemployment  rate  of  the 
Labor  Market  Area  exceeds  the  national 
average,  the  dislocation  must  amount  to 
the  lesser  of  two  (2.0)  percent  of  the 
employed  population,  or  500  direct  jobs. 

(b )  II  the  unemployment  rate  of  the 
Labor  Market  Area  is  equal  to  or  less 
than  the  national  average,  the 
dislocation  must  amount  to  the  lesser  of 
four  (4.0)  percent  of  the  employed 
population,  or  1.000  direct  jobs. 

(2)  For  areas  within  MS  As: 

(a)  If  the  unemployment  rate  of  the 
MSA  exceeds  the  national  average,  the 
dislocation  must  amount  to  the  lesser  of 
one-half  (0.5)  percent  of  the  employed 
population,  or  4.000  direct  fobs. 

fb)  If  the  unemployment  rate  of  the 
MSA  is  equal  to  or  leas  than  the  national 
average,  the  dislocation  must  amount  to 
the  lesser  of  one  (1.0)  percent  of  the 
1   employed  population,  or  8.000  direct 
jobs. 

Actual  dislocations  must  have 
occurred  within  one  year  and 
threatened  dislocations  must  be 
anticipated  to  occur  within  two  years  of 
the  date  EDA  is  contacted. 
E valuation  Criteria 

Evaluation  criteria  will  not  be 
assigned  weights,  as  all  factors  are 
equally  important.  However,  key  factors 
in  EDA's  evaluation  of  proposed  defense 
conversion  projects  include: 

1 .  The  relative  seventy  of  the  Impact 
of  the  defense  cutbacks  on  the  economic 
and  employment  base  of  the  areefsL 

2.  The  quality  of  the  area  economic 
adjustment/ defense  coneerstoo  strategy 
or  base  re-use  plan  which  Is  a  pre- 
requisite for  funding  consideration.  The 
plan  should  sddress  and/or  provide 
evidence  of  the  following: 

a.  An  appropriately  designed  and 
conducted  planning  pi  rr use 

b.  The  scale  and  characteristics  of  the 
impect  of  the  defense,  cutbacks  on 
workers,  industry  sectors  and 
businesses: 

c  Strategic  objectives  that  address  the 
defense  related  problems  and 
opportunities,  are  appropriate  to  raa 
area's  particular  economic  attributes 
and  circumstances,  and  an  baaed  oo 
sound  research  and  analysts; 

d.  All  appropriate  and  available 
Federal.  Slate  and  local  resources, 
program*,  services,  etc..  have  been 
Identified  and  will  be  mobilized  and 
coordinated  to  support  implementation 
of  the  strategy:  and 


e.  The  performance  measures  which 
the  community  will  use  to  —eta 
progress  toward  accomplishing  its 
strategic  objective*. 

Nets:  EDA  may.  in  some  instances, 
consider  funding  a  project  prior  to 
completion  of  the  strategy/plan,  provided 
that  (a)  an  appropriate  community  planning 
process  U  underway,  (b)  sufficient  analysis 
has  been  done  to  show  that  the  proposed 
protect  is  economically  viable  and  potentially 
consistent  with  the  evolving  strategy  and  (c) 
the  proposed  project  has  the  support  of  the 
community. 

3.  The  degree  to  which  the  proposed 
program/project  contributes  to: 

a.  Productive  redeployment  of  defense 
created  assets  (facilities,  workforce 
skills  industrial  technologies  and 
production  capacity); 

b.  Overcoming  critical  impediments 
to  a  community's  ability  to  progress 
with  implementing  its  strategy  or  baas 
reuse  plan:  and 

c  F*^'1"»'i"6;c'"""1*'i"fl  private 
sector  investment  in  the  production  of 
the  types  of  goods  and  services  that  will 
strengthen  the  economic  base  of  the  area 
over  the  long  term,  and  lead  to  the 
generation  of  new  employment 
opportunities  and  revenue 

4.  The  capacity  of  the  prospective 
applicant  to  administer  the  proposed 
project  and  ensure  achievement  of  the 
suted  objectives. 

Proposal  Submissxm  Procedures 

When  a  major  defense  cutback  la 
announced.  EDA's  economic 
development  representative  fat  the  staaa 
in  which  It  is  to  occur  will  normally 
contact  officials  of  the  affected 
community.  Otherwise,  the  Interested 
parties  should  contact  either  the 
economic  denekjatnenl  lapse—  matin 
for  the  area  or  the  appropriate  EDA 
regional  office  (see  section  XD  of  thai 
Notice).  The  economic  development 
represents* ve  will  track  the 
community's  strategy /base  re-use 
planning  process  and  provide 
information  regarding  activities/protects 
that  could  be  considered  for  EDA 
assistance.  At  such  time  as  the  planning 
process  is  sufficiently  advanced  for 
prospective  implementation  programs 
and  protects  to  have  been  Identified  the 
economic  development  representative 
will  edviee  the  community  on  test 
preparation  of  a  short  funding  proposal 

Ap  pUcaoom  Procmdam 

EOA  will  evaJuere  proposals  using  the 
selection  criteria  cited  above.  Once  the 
merits  of  the  proposal  are  established. 
EDA  will  work  J  necessary  with  Om 
prospective  applicant  to  clarify 
•laments  of  the  proposal  and  such  EDA 
administrative  polfcaM  and 


requirements  as  may  apply  to  the 
particular  type  of  program  or  protect  for 
which  assistance  ia  being  requested.  For 
example,  applicants  for  atajataaca  to 
capitalize  a  revolving  loan  fund  (RLF) 
are  required  to  submit  a  RLF  Plan. 
When  a  proposal  Is  selected  for  funding 
consideration.  EDA  will  Invite  the 
proponent  to  submit  a  formal 
application  under  the  authority  of  the 
specified  funding  program,  i.e.  Title  I. 
in  or  DC.  It  should  be  noted  that  an 
invitation  to  apply  does  not  assure 
funding. 
Further  Information 

For  further  information,  contact  the 
appropriate  economic  development 
representative.  EDA  regional  office  (see 
Section  XII  of  this  Notice),  or  the 
Director.  Economic  Adjustment 
Division.  Economic  Development 
Administration.  Room  7327.  U.S. 
Department  of  Commerce.  Washington, 
DC  20230:  telephone  (202)  482-2659. 

XL  Program:  Trade  Adjustment 


(Catalog  ef  Federal  Domestic  Assistance: 
11.313  Economic  Devslopment — Trade 
Adjustment  Assistance)  -    - 

Authority 

Funds  under  the  Trade  Adjustment 
Assistance  Program  are  awarded  to  a 
network  of  Trad*  Adjustment 
Assistance  Centers,  located  around  the 
Nation,  which  provide  technical 
assistance  to  certified  firms  adversely 
sffected  by  increased  im  ports.  Funds  are 
also  awarded  under  this  program  to 
organizations  representing  trade-Injured 
industries.  This  program  is  authorized 
under  Title  d.  Chapter  3  of  the  Trade 
Act  of  1974. 19  U.&C  2341-2355. 
Funding  Availability 

Funds  In  the  amount  of  $10.0  million 
are  available  for  trade  adjustment 
assistance  to  firms.  These  funds  will  be 
provided  to  the  nationwide  network  of 
Trade  Adjustment  Assistance  Centers 
(TAACs)  through  cooperative 
agreements  which  will  utilize  all  erf  the 
available  funds  for  trade  adjustment 
assistance.  Individual  awards  are- 
expected  to  range  between  $«6oJXD0  and 
$1  £  million. 

Therefor*,  no  new  centers  will  be 
fended  to  FY  1994.  No  funds  are 
available  for  industry  technical 
assistance  in  FY  1994. 

Program  Obftdtm 

The  Trade  Adjustment  Assistance 
Program  is  deeigaeri  to  provide 
technical  aaafatsnca  to  certified  firm* 
and  industries  hurt  by  the  impact  of 
Increased  imports  The  TAACs  help 
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PRICE.  Jack  D..  1320  W.  Clarremont  Ave..  Suite  114.  Eau  Claire,  Wl  54701.  Telephone:  (715)  834-4079  ..    Wisconsin. 


Denver  Rectorial  Office.  1244  Speer  Boulevard,  Room  67a  Denver.  Colorado  80204.  Tetephonr  (303)  844-4714. 


ZENDER.  John.  1244  So**  fDulevard,  Room  632.  Denver.  CO  80204.  Telephone:  (303)  844-4902  _.. 

CECIL  Robert.  Federal  Builrjng.  Room  59.  »,  210  Walnut  Street  On  Momes.  IA  50309.  Telephone:  (515) 

284-4746. 
KOCH.  Forrest  E  .  Robert  A.  Young  BukSng,  Room  8.308H.  1222  Spruce  Street,  St  Lous.  MO  63103. 

Telephone  1314)  S39-2321. 
ROGERS.  John  C  .  Federal  Bulking,  Room  196.  Drawer  10074.  Helena,  MT  59626.  Telephone:  (406) 

449-5074. 

ALBERTSON.  Warren  A..  Federal  Building.  Room  219.  Pierre.  SO  57501.  Telephone:  (605)  224-8280 

GRANT.  Cornelius  P..  P.  O.  Bo»  1911.  Bismarck.  ND  58501.  Telephone:  (701)  250-4321 

OCKEY.  Jack.  Federal  Bulking.  Room  2414.  125  South  State  Street  Sail  Lake  City.  LIT  84138.  Tele- 
phone: (801)  S24-6H  9. 


Colorado. 
Kansas. 

Iowa. 


Nebraska. 
South  Dakota. 
North  Dakota. 
Utah. 
Wyoming, 


Philadelphia  Regional  Office.  Curtis  Center.  Independence  Square  West  Sort*  140  South.  Phitadelphja.  PA  19108.  Telephone:  (215)  597-4603. 


HAMMARLUND.  C.N..  Jr..  Federal  Office  BurldSng.  Room  453.  450  Main  Street  Hartford,  CT  06103,  Tele- 
phone: (203)  240-3256. 
FLYNN.  Patncra  A..  2568  Rrva  Road.  2nd  Floor.  Annapolis.  MD  21401.  Telephone:  (410)  962-2513 .r... 


airTZ.  Sandford.  Federal  Building.  Room  410D.  40  Western  Avenue.  Augusta,  ME  04330.  Telephone: 

(207)622-8271. 
FITZHENRY.  William  A..  Boston  Federal  Office  Building.  10  Causeway  Street  Room  420  (Bco  2).  Boston. 

MA  02222-1036.  Telephone:  (617)  565-7235. 
POTTER.  Rita  V  .  143  North  Mam  Street  SuM  209.  Concord.  NH  03301.  Telephone:  (603)  225-1624  ...... 

ROSSIGNOL  Clifford  J.,  44  South  Clinton  Avenue.  Room  703.  Trenton,  NJ  06609.  Telephone.  (609)  989- 
2192. 

MARSHALL  Harold  J.,  II.  620  Ene  Boulevard  West  SuHe  104.  Syracuse.  NY  13204.  Telephone  (315) 
423-6203. 

PECONE,  Anthony  M.,  1933A  New  Berwick  Highway.  Bloomsburg,  PA  17815.  Telephone.  (717)  389-7560 

CRUZ.  Ernesto  L.  Federal  Office  Burkina,  Room  620.  150  Canoe  Chardon  Avenue.  Halo  Ray.  PR  00918- 
1736.  Telephone:  (609)  766-6167. 

MOVES.  Neal  E  .  700  Centre  SuWng,  Room  230,  704  E.  Frankln  Street  Richmond,  VA  23219.  Tele- 
phone: (804)  771-2061. 

DAVIS.  R.  Byron.  Rose  City  Press  Building,  550  Eagan  Street  Room  306.  Charleston.  WV  25301.  Tele- 
phone (304)  347-6252. 


Cofifwcftcut. 

Rhode  Island. 

Delaware. 

Maryland. 

utttrtcl  of  CoKjmda. 

Mama. 

Massachusetts. 

New  Hampshire. 
Vermont 


Pennsylvania. 
Puerto  Rco. 
Virgin  1 


Seattle  Regional  Office.  Jackson  Federal  Bukjng.  Room  1856,  915  Second  Avenue. 


Washmgton  98174.  Telephone:  (206)  220-7660. 


RICHERT,  Bemhard  E  .  Jr..  605  West  4th  Avenue.  Room  G-80.  Anchorage.  AK  99601-7594,  Telephone: 

(907)  271-2274. 
PEROT.  C.  Antony.  2901  North  Central  Phoenta  Plaza.  Suite  965.  Phoem.  AZ  85012,  Telephone:  (602) 

640-2541. 

SOSSON.  Deena  R..  1345  J  Street  Suits  B.  Sacramento.  CA  95814.  Telephone:  (916)  551-1641 

LEWIS.  William  J..  1345  J  Street  Suite  B.  Sacramento.  CA  95814.  Telephone:  (916)  551-2180 

OAKS,  Charles  W..  11000  WKshve  Boulevard.  Room  11105.  Loa  Angeles.  CA  90024,  Telephone:  (310) 

575-7286. 
McCHESNEY.  Frank,  P.O.  Bo.  50264,  Federal  BuUdkig,  Room  4108,  HonoUu.  HI  96850.  Telephone: 

(808)  541-3391. 

AMES.  Aldred  F..  Room  441.  304  North  6th  Street.  Booe.  ID  83702,  Telephone:  (208)  334-1533 

BERBLINGER.  Anne  S..  One- World  Trade  Center,  121  S.W.  Salmon  Street  Sale  244.  Porflana,  OR 

97204.  Telephone:  (503)  326-3076. 
KIRRY.  Lloyd  P.  (acong).  Jackson  Federal  Bulking.  915  Second  Avenue.  Room  1868.  Seattle.  WA  96174. 

Telephone:  (206)  220-7682. 


Arizona,  Nevada  (except  Eko.  Eu- 
reka and  White  PMe  Counties). 
California  (northern^. 
CaWorrea  (cerwafl. 
Cakfoma  (southern). 

Hawaii.  Quant  American  Samoa, 
Marshal     Wands.     Mkimesia. 


Idaho,  Nevada  (counties  or  Eko, 

Eureka  &  Wlsts  Pine). 
Oregon. 


Dated:  Much  24. 1994. 
WUhan  W.  Ginsberg. 

Aaistant  Secretory  for  Economic 

Development 

[FR  Doc  94-7566  Filed  3-29-94:  84S  ami 

eaxMOCOOt  muu 


CREATING  A  NEW  VISION  FOR  THE  ECO- 
NOMIC DEVELOPMENT  ADMINISTRATION: 
COMPETITIVE  COMMUNITIES 


TUESDAY,  JULY  12,  1994 

House  of  Representatives, 
Subcommittee  on  Economic  Development, 
Committee  on  Public  Works  and  Transportation, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  10:05  a.m.,  in  room 
2167,  Rayburn  House  Office  Building,  Hon.  Robert  E.  Wise,  Jr. 
(chairman  of  the  subcommittee)  presiding. 

Mr.  Wise.  The  subcommittee  will  come  to  order. 

Today  the  Subcommittee  on  Economic  Development  has  invited 
Secretary  of  Commerce  Ron  Brown  to  outline  the  Clinton  adminis- 
tration's vision  for  the  Economic  Development  Administration  and 
to  describe  a  proposed  program  for  EDA. 

We  are  very  grateful,  Mr.  Secretary,  for  your  attendance  here 
today  and  coming  before  this  committee.  Because  of  the  importance 
of  the  issues  to  be  discussed  today  for  all  of  our  communities,  I 
have  specifically  invited  all  Members  of  the  committee  to  attend 
the  hearing.  For  that  reason,  and  very  appreciative  of  his  leader- 
ship on  these  issues,  I  would  now  turn  to  Chairman  Mineta  for  his 
opening  statement. 

Mr.  Chairman. 

[Mr.  Wise's  prepared  statement  follows:] 


(l) 


OPENING  STATEMENT 

ROBERT  E.  WISE,  JR.,  CHAIR 

SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

COMMITTEE  ON  PUBLIC  WORKS  AND  TRANSPORTATION 

July  12,  1994 

CREATING  A  NEW  VISION  FOR  THE  ECONOMIC  DEVELOPMENT 
ADMINISTRATION:   COMPETITIVE  COMMUNITIES 


After  twelve  long  years,  the  Economic  Development  Administration  has  embarked 
on  a  new  beginning. 

For  the  first  time  since  1980,  Congress  has  a  realistic  opportunity  to  reauthorize 
and  revitalize  EDA's  programs.   Last  summer,  the  Clinton  Administration  sent  us  a  draft 
bill  to  reauthorize  EDA  which  we  introduced  as  H.R.  2442.   We  built  upon  that  base  and 
two  months  ago  today,  during  debate  of  that  bill  on  the  House  Floor,  I  asked  "Who  are 
you  going  to  call"  --  when  you  need  to  put  a  water  system  into  an  industrial  park;  when 
the  Defense  Department  decides  that  it  must  close  your  community's  number  one 
employer,  its  military  base;  or  when  your  community  is  hit  by  a  devastating  flood, 
earthquake,  or  hurricane?   Three  hundred  and  twenty-eight  Members  of  the  House,  from 
both  sides  of  the  aisle,  said  they  were  going  to  call  the  Economic  Development 
Administration  and  with  that  vote  we  overwhelmingly  passed  H.R.  2442,  the  Economic 
Development  Reauthorization  Act  of  1994. 

H.R.  2442  authorizes  the  Economic  Development  Administration  for  a  period  of 
three  years  through  fiscal  year  1996.   Several  of  the  provisions  contained  in  the  bill 
address  past  criticisms  of  EDA.   Gone  are  the  inefficient  bureaucracies;  gone  are  the 
archaic  eligibility  requirements:  and  gone  are  the  time-consuming  and  cumbersome 
approval  processes.    Under  your  leadership,  Mr.  Secretary,  EDA  has  already  begun  to 
act  upon  many  of  these  provisions. 

However,  you  are  not  only  improving  EDA's  existing  programs.    You  are  also 
working  to  determine  how  EDA  can  better  help  communities  meet  the  economic 
development  challenges  of  the  1990's.   Today,  you  will  outline  the  Clinton 
Administration's  vision  for  EDA  and  unveil  its  "Competitive  Communities"  program. 
This  initiative  will  provide  an  additional  tool  to  help  communities  which  are  outside  the 
mainstream  of  economic  growth  create  high-wage  jobs  in  globally  competitive  businesses 
and  develop  the  necessary  economic  base  for  the  future.    High-growth  businesses  will 
become  the  anchors  of  our  distressed  communities.   Together,  EDA,  local  communities, 
and  the  private  sector,  can  help  these  businesses  create  the  kinds  of  jobs  which  will  help 
America  better  compete  in  the  global  marketplace. 

1  look  forward  to  hearing  your  testimony  and  to  working  with  you  to  ensure  that 
our  Nation's  economic  development  programs  are  second  to  none. 


The  Chair.  Thank  you  very  much,  Mr.  Wise,  for  your  leadership 
on  this  subcommittee.  And  I  want  to  thank  both  you  and  the  Rank- 
ing Republican  Member,  the  newly  wed  Susan  Molinari,  who  is  ab- 
sent today  but  who  is  being  well  represented  by  Sherry  Boehlert, 
for  your  leadership  in  holding  this  important  hearing  to  discuss  the 
Economic  Development  Administration's  efforts  to  help  commu- 
nities meet  today's  economic  development  challenges. 

I  also  want  to  thank  Secretary  Brown.  Secretary  Brown  not  only 
makes  his  appearance  here  today  to  outline  the  administration's  vi- 
sion as  it  relates  to  economic  development,  but  I  want  to  thank  him 
really  for  all  of  his  work  in  helping  create  good  paying  jobs  and 
putting  America  to  work. 

Under  this  administration's  leadership,  the  United  States  has 
created  more  than  3  million  jobs  since  coming  into  office.  Secretary 
Brown's  efforts  in  that  area  are  yeoman.  Nevertheless,  desperate 
conditions  continue  to  exist  in  too  many  of  America's  inner  cities 
and  distressed  rural  communities.  These  communities,  suffering 
from  the  problems  of  crime,  poverty,  drugs,  unemployment,  and 
homelessness,  have  become  the  home  of  a  marginal  class  of  Ameri- 
cans who  are  no  longer  able  to  share  in  the  American  dream.  Thus, 
although  America  has  begun  to  rebuild  itself,  our  work  is  not  done. 

In  his  State  of  the  Union  address,  President  Clinton  stated,  and 
I  quote,  "As  we  expand  opportunity  and  create  jobs,  no  one  can  be 
left  out,"  unquote.  We  have  begun  this  effort.  Two  months  ago 
today,  the  House  of  Representatives  overwhelmingly  passed  H.R. 
2442,  the  Economic  Development  Reauthorization  Act  of  1994.  This 
bill  launches  the  Economic  Development  Administration  on  a  new 
effort  founded  on  reform,  responsibility,  efficiency,  and  accountabil- 
ity. 

Moreover,  we  stand  ready  to  build  upon  these  efforts  to  ensure 
that  no  one  is  left  out  and  that  all  communities  have  the  oppor- 
tunity to  share  in  our  economy's  future.  Secretary  Brown  is  here 
to  discuss  a  new  EDA  program  which  will  further  empower  commu- 
nities to  carry  out  innovative  strategies  to  promote  economic 
growth.  This  program  will  encourage  local  communities,  private 
businesses,  and  the  Federal  Government  to  forge  partnerships  to 
help  distressed  communities  build  the  necessary  competitive  indus- 
trial base  to  meet  today's  economic  challenges. 

Using  this  additional  tool,  together  with  EDA's  public  works,  de- 
fense conversion,  and  technical  assistance  programs,  these  commu- 
nities will  be  able  to  encourage  business  start-ups  of  high-growth 
companies;  enable  existing  businesses  and  industries  to  flourish; 
create  jobs;  and  to  be  able  to  compete  on  an  international  global 
basis. 

So  the  Subcommittee  on  Economic  Development  has  called  this 
hearing  today  to  enable  Secretary  Brown  to  outline  the  Clinton  ad- 
ministration's vision  for  EDA  and  how  it  can  help  ensure  that  all 
Americans  share  in  this  dream. 

Again,  Mr.  Secretary,  we  commend  you  for  your  leadership,  not 
only  in  terms  of  what  you  do  on  the  domestic  scene  but  also  to 
make  our  companies  better  able  to  be  competitive  in  the  inter- 
national scene  as  well.  And,  again,  I  look  forward  to  your  testimony 
and  thank  you,  Mr.  Wise,  and  Mr.  Boehlert,  for  your  leadership. 
Thank  you  very  much. 


Mr.  Wise.  Thank  you,  Mr.  Chairman. 

At  this  point  I  turn  to  the  gentleman  from  New  York,  Mr.  Boeh- 
lert,  for  his  opening  remarks. 

Mr.  Boehlert.  For  openers,  Mr.  Chairman,  I  ask  unanimous 
consent  that  Ms.  Molinari's,  Ms.  Molinari-Pastor's,  statement  be  in- 
cluded in  the  record. 

Mr.  Wise.  Without  objection. 

[Ms.  Molinari's  prepared  statement  follows:] 


Statement  of  Hon.  Susan  Molinari 

Hearing  on  a  New  Vision  for  EDA 

Economic  Development  Subcommittee 

July  12,  1994,  10  am,  Rayburn  2167 

♦  I  also  welcome  Secretary  Brown  to  today's  hearing  and  look  forward 
to  his  testimony  on  the  Administration's  new  vision  for  EDA,  the 
"Competitive  Communities"  program. 

♦  I  understand  this  initiative  is  intended  to  go  beyond  the  EDA's 
traditional  mission  of  fostering  economic  renewal  and  growth  by 
funding  public  infrastructure  and  would  steer  the  agency  toward 
direct  business  investments. 

♦  This  initiative  places  heavy  emphasis  on  loan  guarantees  and  equity 
investments.  This  is  an  area  in  which  EDA  has  had  a  mixed  track 
record,  with  very  high  loan  default  rates,  averaging  45  percent  since 
1966. 

♦  The  proposal  also  shifts  actual  project  funding  decisions  to  local  not- 
for-profit  entities,  whereas  currently  EDA  makes  most  decisions  on 
whether  projects  will  be  funded. 

♦  These  are  just  some  of  the  issues  raised  by  the  Administration's 
proposal  and  I  look  forward  to  your  testimony  on  these  points  and 
on  the  proposal  as  a  whole. 

♦  This  committee  has  worked  on  a  bipartisan  basis  to  craft  a 
reauthorization  bill  for  the  Economic  Development  Administration 
and  we  will  approach  your  proposal  in  the  same  manner. 

♦  Thank  you  again,  Mr.  Secretary,  for  appearing  before  us  today  and 
I  look  forward  to  learning  more  about  the  Competitive  Communities 
initiative. 


84-814  -  95  -  2 


Mr.  BOEHLERT.  Second,  let  me  welcome  the  Secretary.  I  just 
want  you  to  know,  and  the  Chairman  knows,  I  am  an  unabashed 
cheerleader  for  EDA.  I  think  it  does  some  very  good  work  and  does 
it  exceptionally  well.  Not  perfect.  Nothing  is  in  this  world.  But  I 
have  been  a  supporter  of  EDA  since  I  was  privileged  to  sit  in  the 
House  Gallery  in  August  1965,  my  first  year  here  as  a  staffer,  and 
watch  that  historic  legislation  pass. 

And  I  think  over  the  years  it  has  done  quite  well,  and  despite 
the  fact,  and  I  must  say  it  has  come  on  my  side  more  often  than 
not,  there  have  been  efforts  to  kill  EDA.  But  now  we  are  back  on 
course  since  Congress  has  spoken  in  a  no  uncertain  bipartisan 
terms  vote  whose  primary  responsibility  it  is  to  create  new  job  op- 
portunities in  communities  from  coast  to  coast,  and  what  could  be 
more  worthy  than  that?  That  is  a  legitimate  use  of  the  taxpayers 
dollars. 

And,  second,  with  the  fact  that  we  have  the  U.S.  Government 
being  one  of  the  biggest  disemployers  of  people  these  days,  by  vir- 
tue of  the  base  realignment  and  base  closing  activities,  EDA  is 
stepping  into  those  communities,  and  I  think  it  is  doing  a  very  ef- 
fective job  in  helping  the  communities  regroup  and  prepare  for  the 
future. 

So,  Mr.  Secretary,  I  look  forward  to  your  statement.  You  have  a 
vision  for  the  future;  it  is  a  vision  that  I  share  in  terms  of  our  ob- 
jective. In  how  to  obtain  that  objective,  I  think  you  will  find  from 
my  past  record  that  we  will  probably  share  that  too,  so  I  look  for- 
ward to  working  with  you.  Thank  you. 

Mr.  Wise.  In  1965,  sitting  in  the  Gallery.  This  man  has  got  his 
credentials,  Mr.  Secretary. 

Mr.  BOEHLERT.  Jim  Oberstar,  incidentally,  who  is  our  fellow  col- 
league on  the  committee,  was  then  professional  staff  member  for 
Chairman  of  the  committee,  John  Blatnik.  So  we  go  way  back.  I 
was  only  on  leave  from  day  care. 

Mr.  Wise.  I  greatly  appreciate,  Mr.  Secretary,  your  being  here 
and  bringing  this  sense  and  vision  for  EDA  before  this  committee. 
For  the  first  time  since  1980,  Congress  does  have  a  realistic  oppor- 
tunity to  reauthorize  and  revitalize  EDA's  programs. 

Last  summer,  the  Clinton  administration  sent  us  a  draft  bill  to 
reauthorize  EDA,  which  we  introduced  as  H.R.  2442.  We  built  upon 
that  base,  working  with  your  department,  your  agency,  on  a  bipar- 
tisan basis  as  well,  and  two  months  ago  today,  during  the  debate 
of  that  bill  on  the  House  Floor,  I  asked,  whom  are  you  going  to  call 
when  you  need  to  put  a  water  system  into  an  industrial  park,  when 
the  Defense  Department  decides  it  has  to  close  your  community's 
number  one  employer,  its  military  base,  or  when  your  community 
is  hit  by  devastating  flood,  earthquake,  or  hurricane?  Three  hun- 
dred twenty-eight  Members  of  the  House  on  both  sides  of  the  aisle 
said  they  would  call  the  Economic  Development  Administration, 
and  with  that  vote  overwhelmingly  passed  the  Reauthorization  Act 
for  1994. 

Several  of  the  provisions  contained  in  the  bill  address  past  criti- 
cisms of  EDA.  Gone  are  the  inefficient  bureaucracies,  gone  is  the 
archaic  eligibility  requirement,  gone  are  the  time  consuming  and 
cumbersome  approval  processes.  Under  your  leadership,  Mr.  Sec- 
retary, EDA  has  already  begun  to  act  on  many  of  those  provisions. 


However,  while  even  as  we  move  to  reauthorize,  you  are  not  only 
improving  EDA's  existing  programs,  you  are  also  working  to  deter- 
mine how  EDA  can  better  help  communities  to  meet  the  economic 
development  challenges  of  the  1990s.  Today,  you  will  outline  the 
Clinton  administration's  vision  for  EDA  and  unveil  its  competitive 
communities  program,  an  initiative  that  will  provide  an  additional 
tool  to  help  communities  outside  the  mainstream  of  economic 
growth  to  create  high-wage  jobs  and  globally  competitive  busi- 
nesses and  develop  the  necessary  economic  base  for  the  future. 

High-growth  businesses  will  become  the  anchors  of  our  distressed 
communities.  Together  EDA,  local  communities,  and  the  private 
sector  can  help  these  businesses  create  the  kind  of  jobs  which  will 
help  America  better  compete  in  the  global  marketplace. 

I  look  forward  to  hearing  your  testimony  and  to  working  with 
you  to  ensure  that  our  Nation's  economic  development  programs 
are  second  to  none. 

Once  again,  the  subcommittee  is  very  grateful  for  your  being 
here  today.  I  turn  to  the  gentleman  from  Arkansas,  Mr.  Hutchin- 
son, for  any  opening  remarks  he  may  wish  to  make. 

Mr.  Hutchinson.  I  would  ask  that  my  remarks  be  entered  into 
the  record. 

Mr.  Secretary,  I  want  to  join  my  colleagues  in  welcoming  you 
today,  and  we  look  forward  to  your  comments  and  hearing  your  vi- 
sion for  EDA  and  its  new  goals,  and  we  appreciate  your  attendance 
today. 

[Mr.  Hutchinson's  prepared  statement  follows:] 


STATEMENT  OF  HON.  TIM  HUTCHINSON 

HEARING  ON  A  NEW  VISION  FOR  EDA 

ECONOMIC  DEVELOPMENT  SUBCOMMITTEE 

JULY  12,  1994,  10  am,  RAYBURN  2167 


I  WELCOME  SECRETARY  BROWN  TO  TODAY'S  HEARING 
TO  DISCUSS  THE  ADMINISTRATION'S  COMPETITIVE 
COMMUNITIES  PROPOSAL 


THE  COMPETITIVE  COMMUNITIES  INITIATIVE  CALLS  FOR 
NEW  MISSIONS  AND  PROGRAMS  FOR  EDA.   AS  SUCH, 
THIS  COMMITTEE  HAS  A  STRONG  INTEREST  IN  THE 
PROPOSALS  AND  LOOKS  FORWARD  TO  RECEIVING 
YOUR  TESTIMONY. 


FROM  AN  ADVANCE  REVIEW  OF  YOUR  WRITTEN 
STATEMENT,  THERE  APPEAR  TO  BE  A  NUMBER  OF 
QUESTIONS  THAT  THIS  HEARING  CAN  ADDRESS.   FOR 
EXAMPLE: 

oo     HOW  DOES  THIS  PROPOSED  EDA  LOAN 

GUARANTEE  PROGRAM  DIFFER  FROM  OTHER 
FEDERAL  LOAN  GUARANTEES,  SUCH  AS  THOSE 
ADMINISTERED  BY  THE  SMALL  BUSINESS 
ADMINISTRATION? 

oo     HOW  CAN  THIS  NEW  PROGRAM  AVOID  THE  VERY 
HIGH  DEFAULT  RATES  OF  PREVIOUS  EDA  LOAN 
GUARANTEES? 


oo     GIVEN  THE  DISCRETIONARY  SPENDING 

RESTRAINTS,  WILL  THIS  INITIATIVES  BE  FUNDED  AT 
THE  EXPENSE  OF  ONGOING  EDA  PROGRAMS? 


oo     WHAT  IS  THE  TARGET  POPULATION  FOR  THIS 
PROGRAM  AND  HOW  WILL  EDA  DECIDE  WHICH 
COMMUNITIES  RECEIVE  FUNDING? 


I  LOOK  FORWARD  TO  YOUR  TESTIMONY  ON  THESE  AND 
OTHER  ISSUES,  MR.  SECRETARY.   THIS  COMMITTEE 
HAS  WORKED  ON  A  BIPARTISAN  BASIS  TO 
REAUTHORIZE  THE  ECONOMIC  DEVELOPMENT 
ADMINISTRATION  AND  WE  WILL  APPROACH  YOUR 
PROPOSALS  ON  THE  SAME  BIPARTISAN  BASIS. 


AGAIN,  MR.  SECRETARY,  THANK  YOU  FOR  APPEARING 
BEFORE  US  TODAY. 
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Mr.  Wise.  I  recognize  the  gentleman  from  Texas,  Mr.  Geren,  for 
any  opening  remarks. 

Mr.  Geren.  No  opening  statement,  Mr.  Chairman,  other  than  to 
welcome  the  Secretary  and  look  forward  to  his  testimony.  Thank 
you,  Mr.  Chairman. 

Mr.  Wise.  I  recognize  the  gentleman  from  Tennessee,  Mr.  Dun- 
can. 

Mr.  Duncan.  No  remarks,  thank  you. 

Mr.  Wise.  I  recognize  the  gentleman  from  California,  Mr.  Filner. 

Mr.  Filner.  Thank  you,  Mr.  Chairman.  I  greatly  appreciate  your 
efforts  on  behalf  of  economic  development. 

I  welcome  the  Secretary  here  today,  both  as  a  Congressman  from 
California  and  a  former  locally  elected  official.  I  worked  with  the 
Secretary  both  in  this  job  and  in  his  previous  job  and  have  come 
to  really  appreciate  his  commitment  to  economic  opportunity.  I 
value  his  leadership  now  as  Secretary  to  make  sure  that  that  op- 
portunity occurs  for  all  Americans. 

As  an  elected  official  in  California,  I  have  seen  the  positive  effect 
EDA  has  had  on  our  redeveloping  communities.  Mr.  Secretary,  I 
would  like  to  bring  to  your  attention  an  interesting  joint  venture 
between  the  State  of  California,  San  Diego  County,  and  the  cities 
around  San  Diego  in  something  we  call  the  Border  Environmental 
Commerce  Alliance,  BECA. 

This  joint  venture  is  to  accomplish  many  things  that  you  are  try- 
ing to  do  in  California:  Support  business,  especially  environmental 
business,  in  job  creation;  attract  and  recruit  environmentally 
friendly  businesses  to  the  border  area — as  you  know,  I  represent 
the  border  area  between  California  and  Mexico — to  support  eco- 
nomic conversion  efforts,  a  key  ingredient  in  California's  future  re- 
birth; encourage  cross-border  environmental  cleanup;  and  assist  in 
the  development  and  commercialization  and  export  of  U.S.  environ- 
mental technology  products  and  services.  This  is  what  we  need 
along  the  border. 

BECA  would  create  the  high  paying  jobs  that  we  want  to  replace 
those  jobs  lost  as  a  result  of  cutbacks  in  defense.  BECA  would 
stimulate  a  sector  of  our  economy  in  which  we  continue  to  be  a 
world  leader.  It  would  help  create  better  working,  living  conditions 
along  the  U.S. -Mexico  border. 

We  need  a  boost  from  the  Federal  Government.  I  hope  that  as 
you  develop  the  rules  and  regulations  for  your  new  initiative  today, 
the  Competitive  Communities  Initiative,  you  will  consider  the 
needs  of  the  U.S.-Mexico  border  and  allow  such  innovative  projects 
like  BECA  to  compete  for  funding. 

We  are  looking  forward  to  your  vision  today.  Thank  you,  Mr. 
Chairman. 

Mr.  Wise.  Thank  the  gentleman  and  recognize  the  gentleman 
from  New  Jersey,  Mr.  Menendez,  for  any  opening  remarks. 

Mr.  Menendez.  Thank  you,  Mr.  Chairman.  I  want  to  congratu- 
late you  for  calling  this  hearing,  and  I  want  to  also  welcome  the 
Secretary  here  before  us. 

To  me  and  people  in  my  district,  what  I  hope  I  will  hear  today 
will  be  of  great  importance  in  a  district  that  still  suffers  nearly  12 
percent  of  unemployment  today.  The  quotes  by  the  administration 
of  3  million  new  jobs  created  rings  hollow,  although  I  know  it  is 
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true  around  the  Nation,  but  in  our  district  it  still  is  a  question  of 
suffering  in  communities  like  Newark,  Jersey  City,  Elizabeth,  some 
of  the  State's  first,  second,  and  third  largest  cities,  of  which  are  all 
part  of  my  district,  and  still  have  12  percent,  11  percent  unemploy- 
ment in  some  cases  individually.  That  is  the  district-wide  numbers. 
Nearly  12  percent  numbers  in  those  individual  communities. 

I  hope  to  hear  what  will  be  proposed  today  is  not  to  make  not 
only  communities  competitive  against  each  other,  but  communities 
competitive  in  a  greater  marketplace,  and  I  am  going  to  be  looking 
and  hearing  with  very  keen,  keen  hope  towards  seeing  that  this 
may  be  one  of  what  we  hope  to  see  continuing  to  be  many  answers 
to  some  of  the  many  hard  core  economic  problems  we  are  having 
as  well  as  making  the  dream  for  many  citizens  in  my  district  of 
employment  come  true  again. 

Thank  you,  Mr.  Chairman. 

Mr.  Wise.  I  thank  the  gentleman,  and  the  Chair  recognizes  the 
gentlewoman  from  Texas,  Ms.  Johnson. 

Ms.  Johnson.  Thank  you,  Mr.  Chairman,  and  thank  you  very 
much  for  calling  this  hearing.  I  want  to  add  my  welcome  to  the 
Secretary  and  look  forward  to  the  testimony  and  getting  some 
questions  answered.  Thank  you. 

Mr.  Wise.  Thank  the  gentlewoman. 

Mr.  Secretary,  we  have  finished  lauding  you  and  now  we  look 
forward  to  hearing  your  testimony  and  hope,  and  I  know  we  will 
be  lauding  you  as  much  afterwards. 

[Messrs.  Blackwell  and  Costello's  prepared  statements  follows:] 

Statement  of  Congressman  Lucien  E.  Blackwell 

Mr.  Chairman,  commerce  is  defined  as  the  buying  and  selling  of  goods  on  a  large 
scale.  As  a  practical  matter,  commerce  can  mean  economic  growth  and,  in  turn,  jobs. 
In  that  light,  an  effective  commerce  program  is  essential  to  a  strong  economy. 

Since  1965,  we  have  looked  to  the  Economic  Development  Administration  as  the 
lead  agency  in  promoting  commerce  in  distressed  communities.  Over  nearly  three 
decades,  EDA  has  established  an  impressive  record.  But,  the  cold  war  is  over.  New 
and  rapidly  developing  technologies  are  emerging  in  the  workplace.  Wages  are  de- 
clining. Many  core  industrial  jobs  are  vanishing.  And,  the  dollar  faces  its  greatest 
competition.  It  is,  therefore,  important  that  we  take  a  fresh  look  at  the  role  of  EDA 
and  determine  if  it  is  possible  to  reshape  this  vital  agency  into  one  that  can  reinvig- 
orate  troubled  neighborhoods  and  move  this  Nation  forward. 

Mr.  Secretary,  you  deserve  our  full  recognition,  and  you  are  to  be  commended  for 
your  solid  commitment  to  strengthening  this  Nation's  communities  and  to  emphasiz- 
ing business  and  enterprise  for  all  Americans. 

Yours  is  a  pleasant  and  vital  departure  from  policies  of  the  past.  This  Nation  can 
only  be  strong  if  we  reestablish  investment  in  human  capital,  restore  distressed 
communities  and  put  people  back  to  work.  This  President  also  deserves  our  praise. 
Three  million  new  jobs  have  been  created  since  he  came  into  office.  I  am  concerned, 
however,  that  most  of  those  jobs  are  temporary  and  part-time.  Meaningful  job  cre- 
ation has  eluded  us.  It  is  for  that  reason  that  I  look  forward  to  your  testimony 
today,  Mr.  Secretary.  I  expect  and  hope  that  you  will  tell  us  how  the  new  EDA  will 
bring  dignity  back  to  workers  and  push  poverty  from  the  pages  of  our  history. 

That  is  a  tall  order,  but  you're  a  tough  man.  More  importantly,  it  is  an  agenda 
from  which  we  can  not  shrink  if  America  is  to  remain  the  great  power  of  the  world. 
I  saw  little  or  no  poverty  in  Japan.  Everybody  works.  With  genuine  economic  devel- 
opment in  the  United  States,  everybody  who  is  willing  and  able  to  work  can  work 
here.  We  can  have  a  full  employment  economy,  without  inflation.  We've  done  it  be- 
fore. Thank  you. 
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Opening  Statement  of  U.S.  Representative  Jerry  F.  Costello 

Mr.  Chairman,  I  want  to  thank  you  for  calling  this  important  hearing  today  to 
learn  about  the  Clinton  Administration's  proposal  for  the  Economic  Development 
Administration.  This  federal  agency  provides  critical  financial  assistance  to  economi- 
cally distressed  communities  across  our  country.  EDA  has  assisted  numerous  towns 
in  my  Congressional  District  with  public  works  and  infrastructure  grants. 

I  would  like  to  welcome  Secretary  of  Commerce  Ron  Brown  to  our  Subcommittee. 
Your  presence  here  today  shows  the  high  level  of  interest  of  the  Administration  in 
EDA  and  in  providing  federal  assistance  to  needy  communities.  I  look  forward  to 
learning  the  specifics  of  the  "Competitive  Communities"  plan.  For  instance,  how 
does  the  proposal  differ  from  the  Empowerment  Community/Enterprise  Zone  com- 
petition currently  underway?  Clearly,  the  new  program  should  focus  federal  re- 
sources on  communities  in  need  of  assistance  for  economic  development. 

Again,  Mr.  Chairman,  thank  you.  Your  dedication  to  those  issues  is  commendable. 

TESTIMONY  OF  HON.  RONALD  H.  BROWN,  SECRETARY  OF 
COMMERCE,  U.S.  DEPARTMENT  OF  COMMERCE 

Secretary  Brown.  Thank  you  very  much,  Chairman  Wise.  I  am 
honored  to  be  here  this  morning.  I  want  to  express  my  appreciation 
to  Chairman  Mineta  for  his  presence  and  his  leadership,  to  Mr. 
Boehlert,  to  other  distinguished  Members  of  the  committee.  I  am 
very  pleased  to  have  the  opportunity  to  make  my  first  appearance 
as  Secretary  of  Commerce  before  this  committee  to  discuss  our 
plans  for  the  Economic  Development  Administration. 

The  American  people  have  clearly  demanded  that  their  Federal 
Government  take  aggressive  steps  to  restore  America's  prosperity 
and  global  economic  leadership.  The  Clinton  administration  has 
fashioned  a  multifaceted  strategy  for  achieving  this  goal.  The  Com- 
merce Department  has  an  essential  role  in  this  effort,  forging  a 
new  partnership  with  American  industry  to  promote  American 
competitiveness,  economic  expansion,  and,  most  importantly,  job 
creation. 

Before  discussing  EDA's  role  in  this  effort,  I  would  like  to  com- 
mend your  leadership,  Mr.  Chairman,  and  that  of  Congressman 
Wise  and  Congressman  Shuster  and  Congresswoman  Molinari,  and 
that  of  the  entire  Public  Works  and  Transportation  Committee  for 
the  role  that  you  have  all  played  in  addressing  the  needs  of  Ameri- 
ca's distressed  communities.  For  12  years,  we  found  that  previous 
administrations  contended  that  there  was  no  appropriate  role  for 
the  Federal  Government  in  assisting  local  economic  development 
efforts.  You  and  this  committee  kept  EDA  alive  in  spearheading 
the  enactment  of  H.R.  2442,  the  EDA  Reauthorization  Act  of  1994. 
This  committee  reinforced  the  role  of  EDA  and  provided  us  with  a 
renewed  charter  to  assist  distressed  areas  to  meet  the  economic  de- 
ve1— >ment  challenges  of  today. 

^resident  Clinton  has  often  spoken  of  the  need  to  make  change 
an  ally  of  the  American  people.  Our  efforts  with  America's  business 
community  are  intended  to  do  just  that.  I  am  delighted  to  be  here 
today  to  speak  to  another  aspect  of  this  challenge.  Ensuring  that 
our  efforts  to  promote  the  competitiveness  of  American  industry 
benefit  rural  and  urban  communities  that  have  been  left  out  of  the 
mainstream  of  America's  economic  growth. 

The  efforts  of  Congress  and  the  administration  to  reenergize  the 
American  economy  will  ultimately  be  judged  by  the  American  peo- 
ple in  every  community,  in  every  corner  of  every  State  in  our  coun- 
try. We  will  be  judged  by  a  clear  standard.  Have  we  created  new 
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jobs  and  retained  and  improved  existing  ones  so  as  to  provide  a  ris- 
ing standard  of  living  and  provide  hope  for  a  better  future  in  these 
communities?  I  am  before  you  today  to  state  clearly  the  view  of  the 
Clinton  administration  as  to  the  Federal  role  in  local  economic  de- 
velopment. 

We  are  committed  to  a  proactive  and  aggressive  role  for  EDA  to 
help  ensure  that  communities  across  this  country,  including  those 
who  have  been  outside  of  the  mainstream  of  economic  growth,  are 
in  fact  beneficiaries  of  the  revitalized  economy.  To  play  this  role, 
EDA  will  need  to  be  refocused  and  revitalized,  and  I  am  very 
pleased  to  have  with  me  today  the  one-two  punch  of  EDA,  Will 
Ginsberg  and  Wilbur  Hawkins,  our  Assistant  Secretary  and  Deputy 
Assistant  Secretary.  We  think  we  have  put  together  a  leadership 
team  that  is  strong,  that  is  experienced,  that  is  committed,  that, 
most  of  all,  has  common  sense  and  a  common  sense  vision  and  pur- 
pose that  we  think  is  needed. 

A  generation  ago,  led  by  this  committee,  the  Congress  created 
the  Economic  Development  Administration.  The  Public  Works  and 
Economic  Development  Act  of  1965,  and  you  made  reference  to  it 
in  your  opening  remarks,  as  did  Mr.  Boehlert,  represented  a  com- 
prehensive effort  to  target  resources  to  economically  distressed 
areas  in  order  to  help  develop  local  economies. 

EDA's  history  is  indeed  a  proud  one.  Today,  across  this  country, 
adequate  public  infrastructure  remains  an  essential  enabler  of  pri- 
vate investment  and  economic  growth.  EDA's  public  works  program 
remains  an  essential  element  of  EDA's  mission  to  support  local 
community  economic  development. 

Over  the  generation  that  EDA  has  been  doing  this  important 
work,  the  economy  of  the  United  States  and  its  position  in  the 
world  has  changed  and  changed  dramatically.  Where  America  a 
generation  ago  held  an  uncontested  position  of  world  economic  su- 
periority, today  American  industry  is  engaged  in  fierce  competition 
from  abroad.  The  end  of  the  Cold  War  and  the  shift  towards  small- 
er, nimbler  manufacturing  and  service  companies  has  fundamen- 
tally altered  the  employment  base  in  many  local  communities. 
Many  traditional  industries  have  declined  and  others  have  dra- 
matically changed.  Entire  new  industries  have  emerged. 

This  economic  change  has  affected  every  community  in  our  coun- 
try. But  some  communities  have  been  affected  more  than  others. 
Many  communities  traditionally  in  the  economic  mainstream  have 
suffered  grievously  over  the  last  generation,  while  new  economic 
opportunities  have  tended  to  emerge  elsewhere.  As  a  result,  the 
economic  base  of  many  of  our  distressed  rural,  urban,  and  defense- 
impacted  communities  consist  of  the  remnants  of  a  once  vital  econ- 
omy. 

The  terrible  social  costs  stemming  from  lack  of  economic  oppor- 
tunity are  readily  apparent.  Indeed,  so  many  of  America's  social  di- 
visions are  reflected  in  the  contrast  between  communities  with  a 
competitive  economic  base,  where  innovation  in  remaking  the  eco- 
nomic landscape  and  creating  opportunity,  and  noncompetitive  dis- 
tressed communities,  where  the  employment  base  is  shrinking  and 
where  hopes  for  the  future  are  obscured  by  a  nostalgia  for  the  econ- 
omy of  the  past. 
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EDA's  goal  will  be  to  help  make  change  an  ally  in  these  commu- 
nities. EDA  will  be  an  active  partner  in  bringing  distressed  commu- 
nity leadership  together  with  competitive  growth  businesses  to 
build  a  new  competitive  industrial  base  in  communities  outside  the 
mainstream  of  economic  growth.  EDA  will  help  build  competitive 
communities. 

In  order  to  help  distressed  communities  rejoin  the  mainstream  of 
economic  growth,  EDA  will  direct  its  financial  resources  to  support 
local  efforts  to  build,  support,  and  attract  competitive  businesses. 
EDA  will  provide  financial  assistance  for  high-growth,  globally 
competitive  economic  activity  through  community-based 
intermediaries. 

As  we  have  seen  in  connection  with  some  of  EDA's  most  success- 
ful revolving  loan  fund  programs,  these  intermediaries  are  most  fa- 
miliar with  the  economic  development  needs  of  the  areas  and  are 
in  the  best  position  to  determine  local  economic  development  prior- 
ities. The  competitive  communities  program  will  build  upon  the 
strengths  and  experience  of  EDA  in  working  through  these  commu- 
nity-based intermediaries. 

In  implementing  competitive  communities,  EDA  will  also  build 
upon  its  existing  network  of  economic  development  districts,  revolv- 
ing loan  fund  operators,  and  university  centers.  With  EDA  assist- 
ance, these  institutions  have  provided  planning  services,  financing, 
and  technical  assistance  to  support  local  economic  development  ini- 
tiatives for  many  years.  We  will  encourage  the  involvement  of 
these  institutions  as  intermediaries  in  the  competitive  communities 
program.  EDA  will  look  to  these  institutions  to  involve  the  business 
sector  and  to  help  communities  build  a  new  competitive  economic 
base  for  the  future. 

EDA  intends  to  provide  assistance  under  the  competitive  commu- 
nities program  on  the  basis  of  a  national  competition.  EDA's  cur- 
rent programs  choose  funding  from  among  public  economic  develop- 
ment priorities  based  on  a  process  of  interacting  with  local  public 
institutions  and  officials.  Under  competitive  communities,  a  critical 
component  of  assistance  will  be  providing  support  through 
intermediaries  for  private  sector  economic  activity  in  distressed 
areas. 

EDA  intends  to  solicit  proposals  under  the  program  from 
intermediaries  and  will  utilize  a  merit-based  comparative  evalua- 
tion in  order  to  select  projects  which  best  accomplish  the  program 
objectives.  To  implement  the  competitive  communities  program 
fully,  with  its  emphasis  on  funding  intermediaries  to  support  pri- 
vate economic  activity,  EDA  would  benefit  from  additional  tools.  In 
particular,  loan  guarantee  authority  to  support  high-growth  busi- 
ness activity  would  be  extremely  helpful. 

The  administration  has  proposed  implementing  a  new  loan  guar- 
antee program  as  part  of  the  fiscal  year  1995  budget.  Economic  de- 
velopment loan  guarantees  would  leverage  private  investment 
many  times  the  amount  of  the  Federal  appropriations  required  to 
be  held  in  reserve.  This  tool  would  enhance  the  participation  of  pri- 
vate lending  institutions  in  economic  development  projects  in  dis- 
tressed areas.  By  utilizing  loan  guarantee  authority  in  conjunction 
with  direct  grants  to  intermediaries,  EDA  would  have  the  flexibil- 
ity to  structure  financing  that  would  be  of  maximum  benefit  to  the 


15 

company  involved  and  would  create  maximum  leverage  of  the  Fed- 
eral funds  committed. 

EDA  loan  guarantee  authority  could  also  be  designed  to  recapi- 
talize existing  EDA  local  revolving  loan  funds  which  emerge  as 
intermediaries  in  the  local  competitive  community  strategy.  Such 
authority  could  hold  particular  promise  as  an  economic  develop- 
ment tool  to  provide  intermediaries  with  additional  funds  to  pro- 
vide client  firms  with  local  working  capital. 

If  you  might  allow  me  to  illustrate  this  with  some  examples,  ex- 
amples of  what  this  new  direction,  new  program  and  new  focus 
would  mean  to  distressed  communities. 

State  and  local  economic  development  efforts  demonstrate  the  ne- 
cessity for  government  involvement  to  make  transactions  happen  in 
areas  of  greatest  need,  but  where  the  private  marketplace  would 
not  necessarily  have  invested  capital.  For  instance,  in  rural  south- 
eastern Kansas,  an  area  outside  the  mainstream  of  economic 
growth  for  decades,  a  long-standing  local  manufacturer  of  lawn 
mowers  is  adding  40  new  jobs  as  a  result  of  successfully  penetrat- 
ing the  export  market  to  France.  This  company's  ability  to  beat  its 
French  competitors  in  this  market  is  the  result  of  new  technology- 
driven  products  and  a  new  manufacturing  process. 

In  a  remote  area  of  the  country,  with  little  manufacturing 
growth,  this  manufacturing  company  is  creating  quality  jobs  based 
on  its  new-found  ability  to  be  globally  competitive.  EDA  assistance 
can  help  similarly  situated  companies  which  cannot  proceed  on 
their  own  without  some  Federal  assistance. 

In  central  Harlem,  where  I  grew  up,  Columbia  University  is 
working  with  the  State  of  New  York  and  the  city  of  New  York  to 
construct  a  major  incubator  center  adjacent  to  its  medical  complex, 
one  of  the  world  centers  of  biomedical  research.  EDA  financial  sup- 
port under  competitive  communities  for  specific  companies  which 
emerge  from  research  at  Columbia  Medical  School  and  will  remain 
in  the  highly  distressed  surrounding  area  would  complement  the 
$20  million  of  State  and  city  funds  already  invested  in  the  facili- 
ties, and  would  be  central  to  the  local  strategy  of  making  the  medi- 
cal center  an  economic  asset  not  only  to  the  city  and  State,  but  to 
the  local  community  as  well. 

EDA  is  also  currently  working  with  companies  and  communities 
undergoing  defense  downsizing  that  are  seeking  funds  to  make  the 
transition  into  high-growth  business  activity  that  will  lead  to  long- 
term  private  sector  employment. 

In  Southern  California,  EDA  is  today  working  with  a  relatively 
large  defense  subcontractor,  which  has  lost  over  one-third  of  its 
contracts  and  laid  off  nearly  one-half  of  its  workers  since  1980  as 
a  result  of  defense  downsizing.  This  company  is  remaking  itself, 
working  with  its  suppliers,  its  subcontractors,  its  unions,  and  other 
community  institutions,  including  the  local  community  college,  to 
redefine  itself  as  a  market-driven  civilian  enterprise.  EDA  support 
for  this  company  through  a  local  community  intermediary  could  ad- 
vance an  important  element  of  the  local  defense  conversion  eco- 
nomic recovery  plan. 

In  South  Carolina,  in  a  community  which  has  relied  for  many 
years  on  a  major  naval  presence  as  the  basis  for  its  employment 
and  its  industrial  base,  EDA  is  working  with  a  company  which 
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would  build  state-of-the-art  mass  transportation  rail  components  in 
the  former  naval  shipyard.  In  addition  to  traditional  infrastructure 
support  for  conversion  of  the  closed  base,  this  project  would  pro- 
vide, through  a  community  intermediary,  EDA  support  for  develop- 
ment of  a  prototype  of  this  new  product. 

The  conversion  of  the  local  economy  from  its  traditional  defense 
dependency  would,  if  this  project  proceeds,  be  based  not  only  on  in- 
frastructure investment  to  support  projected  private  investment, 
but  also  on  supporting  innovative  new  products  which  would  utilize 
local  facilities  and  the  skills  of  the  local  population. 

And  on  the  disaster  assistance  front,  EDA  has  been  given  $30 
million  in  funding  to  help  businesses  adversely  affected  by  the 
Northridge  earthquake.  The  funding  is  necessary  because  the 
Southern  California  earthquake  has  radically  altered  the  business 
financing  climate  for  many  Los  Angeles  businesses.  EDA  will  be 
working  to  complement  the  SBA  disaster  assistance  efforts  by  pro- 
viding patient  capital  for  debt  restructuring  for  businesses  that 
have  been  denied  SBA  assistance  because  of  overleveraging  and 
that  the  community  has  identified  as  job  generators  in  the  earth- 
quake impacted  areas. 

In  each  of  the  foregoing  examples,  a  distressed  rural,  urban,  or 
defense-impacted  community  is  advancing  the  most  competitive 
elements  of  the  community's  future  economic  base.  These  are  the 
kinds  of  transactions  EDA  could  assist  with  a  national  effort  to 
identify  the  strongest  competitive  community  projects  with  local 
intermediaries  which  could  bring  the  parties  together.  These  are 
the  kinds  of  projects  which  EDA  would  advance  across  this  country 
under  a  competitive  communities  program. 

Mr.  Chairman,  and  Members  of  the  committee,  competitive  com- 
munities will  help  to  build  competitive  economic  activity  in  areas 
of  the  country  which  have  too  long  been  left  out  of  our  national  eco- 
nomic progress.  It  will  do  that  by  stimulating  local  communities  to 
aspire  to  new  kinds  of  economic  activity.  Perhaps  just  as  impor- 
tantly, it  will  do  that  by  setting  forth  a  new  Federal  role  in  local 
economic  development  that  will  impact  upon  how  State  and  local 
economic  development  resources  are  directed  as  well.  This  new  di- 
rection at  EDA  will  affect  the  direction  of  public  sector  resources 
at  all  levels  of  government  in  support  of  economic  development, 
thus  returning  the  Federal  Government  and  EDA  to  its  rightful 
role  of  national  leadership  in  this  area. 

Mr.  Chairman,  once  again,  I  thank  you  for  your  gracious  invita- 
tion to  appear  before  this  distinguished  committee  today  on  issues 
not  only  of  importance  to  the  Commerce  Department  and  to  the  ad- 
ministration, but  I  would  suggest  of  importance  to  our  Nation,  and 
I  look  forward  to  working  with  you  and  with  all  the  committee 
Members  and  all  the  Members  of  the  Congress  on  these  important 
issues. 

Thank  you  very  much,  Mr.  Chairman. 

Mr.  Wise.  Mr.  Secretary,  we  thank  you  for  your  statement. 

[Secretary  Brown's  prepared  statement  follows:] 
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"Making  America's  Communities  Competitive" 

Testimony  of  the  Honorable  Ronald  H.  Brown 

Secretary  of  Commerce 

Before  the  United  States  House  of  Representatives 

Committee  on  Public  Works  and  Transportation 

July  12,  1994 

Chairman  Mineta,  other  distinguished  members  of  the  Committee,  I 
am  honored  to  appear  before  you  today  to  discuss  our  plans  for 
the  Economic  Development  Administration.   The  American  people 
have  demanded  that  their  Federal  government  take  aggressive  steps 
to  restore  America's  prosperity  and  global  economic  leadership. 
The  Clinton  Administration  has  fashioned  a  multi- faceted  strategy 
for  achieving  this  goal .   The  Commerce  Department  has  an 
essential  role  in  this  effort:   forging  a  new  partnership  with 
American  industry  to  promote  American  competitiveness,  economic 
expansion  and  job  creation. 

Before  discussing  EDA's  role  in  this  effort,  I  want  to  commend 
your  leadership,  Mr.  Chairman,  and  that  of  Congressman  Wise, 
Congressman  Shuster,  Congresswoman  Molinari,  and  that  of  the 
entire  Public  Works  and  Transportation  Committee,  for  the  role 
that  you  have  played  in  addressing  the  needs  of  America's 
distressed  communities.   For  twelve  years,  previous 
Administrations  contended  that  there  was  no  appropriate  role  for 
the  Federal  Government  in  assisting  local  economic  development 
efforts.   You  and  this  Committee  kept  EDA  alive.   In  spearheading 
the  enactment  of  H.R.  2442,  the  EDA  Reauthorization  Act  of  1994, 
this  Committee  reinforced  the  role  of  EDA  and  provided  us  with  a 
renewed  charter  to  assist  distressed  areas  to  meet  the  economic 
development  challenges  of  today. 

President  Clinton  has  spoken  of  need  to  make  change  an  ally  of 
the  American  people.   Our  efforts  with  America's  business 
community  are  intended  to  do  just  that.   I  am  delighted  to  be 
here  with  you  today  to  speak  to  another  aspect  of  this  challenge: 
ensuring  that  our  efforts  to  promote  the  competitiveness  of 
American  industry  benefit  rural  and  urban  communities  that  have 
been  left  out  of  the  mainstream  of  America's  economic  growth. 

The  efforts  of  Congress  and  of  the  Administration  to  re- energize 
the  American  economy  will  ultimately  be  judged  by  the  American 
people  in  every  community,  in  every  corner  of  every  state  in  this 
country.   We  will  be  judged  by  a  clear  standard:   have  we  created 
new  jobs  and  retained  and  improved  existing  ones  so  as  to  provide 
a  rising  standard  of  living  and  provide  hope  for  a  better  future 
in  these  communities? 

I  come  before  you  today  to  state  clearly  the  view  of  the  Clinton 
Administration  as  to  the  Federal  role  in  local  economic 
development:   we  are  committed  to  an  aggressive  role  for  EDA  to 
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help  ensure  that  communities  across  this  country,  including  those 
that  have  been  outside  the  mainstream  of  economic  growth,  are 
beneficiaries  of  the  revitalized  economy. 

To  play  this  role,  EDA  will  need  to  be  re- focused  and 
revitalized.   Your  leadership  in  holding  this  hearing  is  an 
important  step  toward  achieving  this  goal . 

A  generation  ago,  led  by  this  Committee,  the  Congr^-ss  created 
EDA.   The  Public  Works  and  Economic  Development  Act  of  1965 
represented  a  comprehensive  effort  to  target  resources  to 
economically  distressed  areas  in  order  to  help  develop  local 
economies.   EDA's  history  is  a  proud  one.   It  has  not  only 
provided  $15:4  billion  in  public  works  and  other  project 
assistance  to  communities  across  this  country,  but  it  has  funded 
and  helped  to  build  a  network  of  local  economic  development 
institutions  which  do  planning,  community  consensus  building  and 
small  business  financing  at  the  local  community  level.   In  doing 
so,  EDA  has  adhered  to  the  fundamental  principle  that  community 
economic  development  priorities  must  be  defined  at  the  local 
level,  and  that  the  Federal  Government's  role  is  best  played  in 
providing  the  leadership,  the  policy  direction  and  the  resources 
to  support  local  efforts. 

Historically,  EDA  assisted  local  governments  in  meeting  public 
infrastructure  needs  as  a  means  of  inducing  future  private 
investment  and  economic  development.   Today,  across  this  country, 
adequate  public  infrastructure  remains  an  essential  enabler  of 
private  investment  and  economic  growth.   EDA's  public  works 
program  remains  an  essential  element  of  EDA's  mission  to  support 
local  community  economic  development.   There  remains  today  a 
daunting  need  to  support  the  building  of  a  modern  infrastructure 
in  America's  distressed  communities  as  a  precursor  to  new 
competitive  economic  activity. 

Over  the  generation  that  EDA  has  been  doing  this  important  work, 
the  economy  of  the  United  States  and  its  position  in  the  world 
has  changed.   Where  America  a  generation  ago  held  an  uncontested 
position  of  world  economic  superiority, 'today  American  industry 
is  engaged  in  fierce  competition  from  abroad.   The  end  of  the 
Cold  War  and  the  shift  toward  smaller,  nimbler  manufacturing  and 
service  companies  has  fundamentally  altered  the  employment  base 
in  many  local  economies.   Many  traditional  industries  have 
declined  and  others  have  dramatically  changed.   Entire  new 
industries  have  emerged. 

This  economic  change  has  affected  every  community  in  this 
country.   But  some  communities  have  been  affected  more  than 
others.   Many  communities  traditionally  in  the  economic 
mainstream  have  suffered  grievously  over  the  last  generation, 
while  new  economic  opportunities  have  tended  to  emerge  elsewhere. 


19 


As  a  result,  the  economic  base  of  many  of  our  distressed  rural, 
urban,  and  defense -impacted  communities  consists  of  the  remnants 
of  a  once-vibrant  economy.   The  terrible  social  costs  stemming 
from  lack  of  economic  opportunity  are  readily  apparent.   Indeed, 
so  many  of  America's  social  divisions  are  reflected  in  the 
contrast  between  communities  with  a  competitive  economic  base, 
where  innovation  is  re-making  the  economic  landscape  and  creating 
opportunity,  and  non- competitive  distressed  communities,  where 
the  employment  base  is  shrinking  and  where  hopes  for  the  future 
are  obscured  by  a  nostalgia  for  the  economy  of  the  past. 

EDA's  goal  will  be  to  help  make  change  an  ally  in  these 
communities.   EDA  will  be  an  active  partner  in  bringing 
distressed  community  leadership  together  with  competitive  growth 
businesses  to  build  a  new  competitive  industrial  base  in 
communities  outside  the  mainstream  of  economic  growth.   EDA  will 
help  to  build  "Competitive  Communities". 

In  order  to  help  distressed  communities  rejoin  the  mainstream  of 
economic  growth,  EDA  will  direct  its  financial  resources  to 
support  local  efforts  to  build,  support  and  attract  competitive 
businesses. 

o    EDA  will  provide  financial  assistance  for  high-growth, 

globally  competitive  economic  activity  through  community- 
based  intermediaries.   As  we  have  seen  in  connection  with 
some  of  EDA's  most  successful  revolving  loan  fund  projects, 
these  intermediaries  are  most  familiar  with  the  economic 
development  needs  of  the  areas  and  are  in  the  best  position 
to  determine  local  economic  development  priorities.   The 
Competitive  Communities  program  will  build  upon  the 
strengths  and  experience  of  EDA  in  working  through  these 
community -based  intermediaries. 

o    In  implementing  Competitive  Communities,  EDA  will  also  build 
upon  its  existing  network  of  economic  development  districts, 
revolving  loan  fund  operators  and  university  centers.   With 
EDA  assistance,  these  institutions  have  provided  planning 
services,  financing,  and  technical  assistance  to  support 
local  economic  development  initiatives  for  many  years.   We 
will  encourage  the  involvement  of  these  institutions  as 
intermediaries  in  the  Competitive  Communities  program.   EDA 
will  look  to  these  institutions  to  involve  the  business 
sector  and  to  help  communities  build  a  new  competitive 
economic  base  for  the  future. 

EDA  intends  to  provide- assistance  under  the  Competitive 
Communities  program  on  the  basis  of  a  national  competition. 
EDA's  current  programs  choose  funding  from  among  public  economic 
development  priorities  based  on  a  process  of  interacting  with 
local  public  institutions  and  officials.   Under  Competitive 
Communities,  a  critical  component  of  assistance  will  be  providing 
support  through  intermediaries  for  private  sector  economic 
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activity  in  distressed  areas.   EDA  intends  to  solicit  proposals 
under  the  program  from  intermediaries  and  will  utilize  a  merit- 
based  comparative  evaluation  in  order  to  select  projects  which 
best  accomplish  the  program  objectives. 

To  implement  the  Competitive  Communities  program  fully,  with  its 
emphasis  on  funding  intermediaries  to  support  private  economic 
activity,  EDA  could  benefit  from  additional  tools.   In 
particular,  loan  guarantee  authority  to  support  high-growth 
business  activity  would  be  extremely  helpful. 

The  Administration  has  proposed  starting  up  a  new  loan  guarantee 
program  as  part  of  the  FY  1995  budget.   Economic  development  loan 
guarantees  would  leverage  private  investment  many  times  the 
amount  of  the  Federal  appropriations  required  to  be  held  in 
reserve.   This  tool  would  enhance  the  participation  by  private 
lending  institutions  in  economic  development  projects  in 
distressed  areas.   By  utilizing  loan  guarantee  authority  in 
conjunction  with  direct  grants  to  intermediaries,  EDA  would  have 
flexibility  to  structure  financing  that  would  be  of  maximum 
benefit  to  the  company  involved  and  would  create  maximum  leverage 
of  the  Federal  funds  committed. 

EDA  loan  guarantee  authority  could  also  be  designed  to 
recapitalize  existing  EDA  local  revolving  loan  funds  which  emerge 
as  intermediaries  in  the  local  Competitive  Communities  strategy. 
Such  authority  could  hold  particular  promise  as  an  economic 
development  tool  to  provide  intermediaries  with  additional  funds 
to  provide  client  firms  with  local  working  capital. 

What  will  this  new  direction,  new  program  and  new  focus  mean  in 
our  distressed  communities?  Allow  me  to  illustrate  with  some 
examples . 

State  and  local  economic  development  efforts  demonstrate  the 
necessity  for  government  involvement  to  make  transactions  happen 
in  areas  of  greatest  need,  but  where  the  private  marketplace 
would  not  necessarily  have  invested  capital. 

For  instance,  in  rural  southeast  Kansas,  an  area  outside  the 
mainstream  of  economic  growth  for  decades,  a  long-standing 
local  manufacturer  of  lawn  mowers  is  adding  40  new  jobs  as  a 
result  of  successfully  penetrating  the  export  market  to 
France.   This  company's  ability  to  beat  its  French 
competitors  in  this  market  is  the  result  of  new  technology- 
driven  products  and  manufacturing  processes.   In  a  remote 
area  of  the  country,  with  little  manufacturing  growth  in 
decades,  this  manufacturing  company  is  creating  quality  jobs 
based  on  its  new-found  ability  to  be  globally  competitive. 
EDA  assistance  can  help  similarly  situated  companies  which 
cannot  proceed  on  their  own  without  Federal  assistance. 
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In  central  Harlem  in  New  York  City,  Columbia  University  is 
working  with  the  State  of  New  York  and  the  City  of  New  York 
to  construct  a  major  incubator  center  adjacent  to  its 
medical  complex,  one  of  the  world  centers  of  biomedical 
research.   EDA  financial  support  under  Competitive 
Communities  for  specific  companies  which  emerge  from 
research  at  Columbia  Medical  School  and  will  remain  in  the 
highly  distressed  surrounding  area  would  complement  the 
$20  million  of  State  and  City  funds  already  invested  in  the 
facilities,  and  would  be  central  to  the  local  strategy  of 
making  the  Medical  Center  an  economic  asset  not  only  to  the 
City  and  State,  but  to  the  local  community  as  well. 

EDA  is  also  currently  working  with  companies  and  communities 
undergoing  defense  downsizing  that  are  seeking  funds  to  make  the 
transition  into  high-growth  business  activity  that  will  lead  to 
long-term  private-sector  employment. 

In  Southern  California,  EDA  is  today  working  with  a 
relatively  large  defense  subcontractor,  which  has  lost  over 
one-third  of  its  contracts  and  laid  off  nearly  one-half  of 
its  workers  since  1990  as  a  result  of  defense  downsizing. 
This  company  is  re-making  itself,  working  with  its 
suppliers,  subcontractors,  unions  and  other  community 
institutions  including  the  local  community  college  to  re- 
define itself  as  a  market -driven,  civilian  enterprise.   EDA 
support  for  this  company,  through  a  local  community 
intermediary,  could  advance  an  important  element  of  the 
local  defense  conversion  economic  recovery  plan. 

In  South  Carolina,  in  a  community  which  has  relied  for  many 
years  on  a  major  naval  presence  as  the  basis  for  its 
employment  and  its  industrial  base,  EDA  is  working  with  a 
company  which  would  build  state-of-the-art  mass 
transportation  rail  components  in  the  former  naval  shipyard. 
In  addition  to  traditional  infrastructure  support  for 
conversion  of  the  closed  base,  this  project  would  provide, 
through  a  community  intermediary,  EDA  support  for 
development  of  a  prototype  of  this  new  product.   The 
conversion  of  the  local  economy  from  its  traditional 
defense -dependency  would,  if  this  project  proceeds,  be  based 
not  only  on  infrastructure  investment  to  support  projected 
private  investment,  but  also  on  supporting  innovative  new 
products  which  would  utilize  local  facilities  and  the  skills 
of  the  local  population. 

And  on  the  disaster  assistance  front: 

EDA  has  been  given  $30  million  in  funding  to  help  businesses 
adversely  impacted  by  the  Northridge  earthquake.   The 
funding  is  necessary  because  the  Southern  California 
earthquake  has  radically  altered  the  business  financing 
climate  for  many  Los  Angeles  businesses.   EDA  will  be 
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working  to  complement  the  SBA  disaster  assistance  efforts  by 
providing  patient  capital  for  debt  restructuring  for 
businesses  that  have  been  denied  SBA  assistance  because  of 
over- leveraging  and  that  the  community  has  identified  as  job 
generators  in  the  earthquake  impacted  areas . 

In  each  of  the  foregoing  examples,  a  distressed  rural,  urban,  or 
defense- impacted  community  is  advancing  the  most  competitive 
elements  of  the  community's  future  economic  base.   These  are  the 
kinds  of  transactions  EDA  could  assist  with  a  national  effort  to 
identify  the  strongest  Competitive  Communities  projects  with 
local  intermediaries  which  could  bring  the  parties  together. 
These  are  the  kinds  of  projects  which  EDA  would  advance  across 
this  country  under  a  Competitive  Communities  program. 

Mr.  Chairman,  Competitive  Communities  will  help  to  build 
competitive  economic  activity  in  areas  of  the  country  which  have 
too  long  been  left  out  of  our  national  economic  progress.   It 
will  do  that  by  stimulating  local  communities  to  aspire  to  new 
kinds  of  economic  activity.   Perhaps  just  as  importantly,  it  will 
do  that  by  setting  forth  a  new  Federal  role  in  local  economic 
development  that  will  impact  upon  how  State  and  local  economic 
development  resources  are  directed  as  well.   This  new  direction 
at  EDA  will  affect  the  direction  of  public  sector  resources  at 
all  levels  of  government  in  support  of  economic  development,  thus 
returning  the  Federal  Government  and  EDA  to  its  rightful  role  of 
national  leadership  in  this  arena. 

Mr.  Chairman,  Chairman  Wise,  once  again  I  thank  you  for  your 
gracious  invitation  to  appear  before  you  today  on  these  issues. 
I  greatly  look  forward  to  working  with  you  and  with  the  Committee 
on  these  important  issues. 
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Mr.  Wise.  I  now  turn  to  the  full  committee  Chair,  the  gentleman 
from  California,  Mr.  Mineta,  for  his  opening  questions. 

The  Chair.  Thank  you,  Mr.  Chairman.  And  Mr.  Secretary,  let  me 
thank  you  for  your  very  fine  statement  and  illustrating  the  kinds 
of  programs  that  might  be  considered  under  this  approach. 

Let  me  ask  because  the  competitive  communities  program  calls 
for  an  active  partnership  between  the  Federal  Government,  local 
communities  and  businesses,  we  are  going  to  be  charged,  and  the 
Department  of  Commerce  is  going  to  be  charged  with  a  lot  of  kinds 
of  reactions.  I  see  in  this  morning's  paper  that  one  group,  Cato  In- 
stitute, is  already  saying  it  is  all  pork. 

In  the  last  12  years,  we  have  had  an  administration,  two  admin- 
istrations, that  have  not  done  anything  because  it  was  called  a  na- 
tional industrial  policy.  And  so  nothing  happened  because  they 
were  not  willing  to,  because  of  their  fear  of  picking  winners  and 
losers.  I  strongly  support  your  efforts  to  make  American  businesses 
more  competitive  on  a  global  basis.  I  am  just  wondering  what  is 
your  response  to  these  kinds  of  critics? 

Secretary  Brown.  My  response,  Mr.  Chairman,  is  those  criti- 
cisms are  nonsense.  The  fact  is  that  this  committee  itself  during 
those  12  years  has  made  a  determination,  and  I  think  the  right  de- 
termination, that  the  programs  that  EDA  has  been  involved  with, 
which  have  been  providing  leadership  for  and  resources  for,  are  es- 
sential to  economic  revitalization  in  America.  Certainly,  the  tradi- 
tional EDA  infrastructure  rebuilding  programs  are  essential. 

We  are  building  on  that  base  and  that  history  and  we  think  com- 
ing forward  with  a  dynamic  new  approach,  which  in  fact  would 
make  those  criticisms  even  more  nonsensical  because  the  new  ap- 
proach involves  a  real  partnership  between  the  public  and  private 
sector  in  America.  It  means  redefining  the  relationships  that  exist. 
It  means  focusing  on  intermediaries  that  have  their  hands  on  the 
pulse  of  what  is  possible  and  doable  in  the  local  community.  It 
means  relying  on  a  competitive  approach  in  order  that  we  can 
make  our  Nation  more  productive  and  more  competitive. 

The  way  that  is  going  to  take  place  is  by  identifying  those  busi- 
ness opportunities  and  activities  that  have  great  potential  for 
growth.  We  do  that  by  creating  the  kind  of  environment  that  en- 
sures sustained  economic  growth  and  the  creation  of  high-wage, 
high-quality  jobs  for  our  people.  So  we  believe  that  we  can  respond 
directly  to  those  criticisms.  They  are  not  new  criticisms,  they  are 
criticisms  that  have  been  rejected  by  the  Congress  in  the  past,  and 
we  think  with  this  new  competitive  communities  program,  Mr. 
Chairman,  will  strengthen  an  already  good  program  that  has  ex- 
isted at  EDA  and,  in  fact,  strengthen  EDA  as  an  institution  within 
the  Federal  Government  that  can  really  play  a  leadership  role  in 
making  our  communities  more  competitive. 

The  Chair.  As  you  know,  we  have  passed  H.R.  2442  and  this 
Title  I  of  that  act  amends  the  underlying  Public  Works  and  Eco- 
nomic Development  Act  of  1965.  Would  Congress  need  to  further 
amend  the  underlying  act  in  order  to  institute  this  competitive 
communities  program? 

Secretary  Brown.  No,  we  do  not  believe  any  such  change  would 
be  necessary,  Mr.  Chairman.  We  believe  that  we  have  the  nee- 
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essary  authority.  We  would  plan  to  use  Title  EX  as  a  vehicle  for  im- 
plementing a  competitive  communities  program. 

The  Chair.  And  how  do  you  propose  to  fund  the  competitiveness 
communities  program?  As  you  say,  you  use  Title  IX  and  what  is 
the  authorized  amount  there  in  terms  of 

Secretary  Brown.  Well,  first  and  foremost,  Mr.  Chairman,  I 
want  to  make  it  clear  we  do  not  plan  to  take  anything  away  from 
the  traditional  Economic  Development  Administration  programs, 
which  have  helped  distressed  urban  and  rural  communities.  We  be- 
lieve that  the  additional  defense  conversion  resources,  which  have 
been  requested  by  the  administration  and  which  the  House  Appro- 
priations Committee  has  completed  its  work  on,  would  provide  ade- 
quate resources. 

I  recall  the  total  amount  is  somewhere  around  $115  billion.  We 
would  foresee  about  half  of  that  being  available  for  use  for  the  com- 
petitive communities  effort. 

The  Chair.  Now,  since  the  EDA  is  undertaking  a  defense  conver- 
sion effort,  are  there  any  particular  types  of  communities,  whether 
urban,  rural,  or  defense  impacted,  in  which  the  program  would  con- 
centrate its  efforts? 

Secretary  Brown.  We  would  tend  to  concentrate  on  the  strength 
of  the  intermediaries  themselves  and  what  kind  of  analysis  and  as- 
sessment they  have  done  at  the  local  level  and  what  kind  of  strate- 
gic plan  is  in  place. 

We  think  the  most  program  missing  feature  of  this  program  is 
it  is  not  just  looking  at  communities  in  distress  but  it  is  looking 
at  communities  that  have  been  thoughtful  enough  to  put  together 
a  strategic  plan  which  gives  us  some  assurance  that  there  can  be 
economic  growth  and  job  creation  in  the  future;  that  they  are  try- 
ing to  attract  just  not  any  industry,  just  not  any  jobs,  but  they  are 
trying  to  attract  industries  that  in  fact  have  some  ability  to  grow 
in  the  future  and  to  provide  economic  opportunity  in  the  future. 

So  the  focus  really  is  on  the  strength  of  the  intermediaries  and 
on  the  strength  of  the  strategic  plan  that  has  been  developed  for 
those  communities. 

The  Chair.  You  have  indicated  that  EDA  has  been  given  some 
$30  million  to  assist  earthquake-impacted  businesses  in  the 
Northridge  area.  EDA  will  make  grants  to  intermediaries,  as  you 
mentioned,  for  debt  restructuring.  Now,  will  this  effort  be  a  dem- 
onstration of  the  kind  of  competitive  communities  initiative  that 
you  have  outlined? 

Secretary  Brown.  Yes,  it  would,  Mr.  Chairman.  And  we  are  very 
proud  of  the  way  we  have  responded  as  an  entire  administration 
to  these  natural  disasters  that  have  occurred. 

I  will  be  leaving  again  for  California  on  Wednesday  meeting  with 
some  of  the  intermediaries.  And,  as  you  know,  I  have  spent  a  good 
deal  of  time  in  the  State  trying  to  assure  that  the  Federal  effort 
was  not  only  responsive  as  far  as  the  short-term  needs  of  the  com- 
munity, but  as  far  as  the  long-term  needs  as  well. 

The  Chair.  Again,  with  what  is  happening  in  Georgia  and  some 
of  our  other  southeastern  States,  I  assume  that  that  same  format 
would  be  able  to  be  applicable  in  these  areas  as  well. 

Secretary  Brown.  Absolutely,  Mr.  Chairman. 
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The  Chair.  Now,  because  of  the  criticism  that  gets  directed  at 
these  kinds  of  programs,  it  seems  to  me  you  are  going  to  have  to 
establish  some  short-term  and  long-term  goals  of  the  competitive 
communities  initiative.  How  do  you  intend  to  evaluate  the  program 
so  that  these  kinds  of  general  criticisms  of  the  program — there  is 
nothing  really  specific  about,  oh,  it  is  pork,  or  there  they  go,  pick- 
ing winners  and  losers  again.  There  is  nothing  specific  about  that. 
You  can  blunt  a  lot  of  that  by  establishing  short-  and  long-term 
goals,  and  I  am  wondering  how  you  will  go  about  doing  that. 

Secretary  Brown.  Let  me,  if  I  could,  be  responsive  to  both  issues, 
growth,  the  long  and  short-term  question,  and  the  evaluative  ques- 
tion. 

The  short-term  goals,  Mr.  Chairman,  of  our  program  is  really  to 
provide  funding  beginning  in  fiscal  year  1995  for  intermediaries  to 
invest  in  business  transactions,  which  will  help  to  build  a  competi- 
tive economic  base  in  the  communities  where  the  intermediary  op- 
erates. 

Longer  term,  the  goal  of  competitive  communities  will  be  to  en- 
sure that  communities  outside  the  mainstream  of  economic  growth 
are  beneficiaries  of  the  revitalized  economy,  which  is  emerging  as 
a  result  of  the  administration's  economic  policies,  and  I  have  often 
used  "The  rising  tide  lifts  all  boats"  analogy,  which  too  often  has 
been  proven  not  to  be  an  accurate  analogy.  We  want  to  make  sure 
that  this  time,  as  America  recovers  economically,  that  recovery  is 
spread  appropriately,  as  Mr.  Menendez's  question  or  opening  com- 
ments suggested. 

There  have  been  too  many  communities  in  America  that  have 
been  left  out  because  there  are  a  lot  of  communities  and  people 
who  do  not  have  any  boats  that  can  be  brought  up  with  the  rising 
tide.  There  are  many  boats  with  gaping  holes  in  them  and  many 
whose  boats  are  mired  in  the  silt  and  sludge  at  the  bottom  of  the 
sea,  and  we  need  to  be  helpful  to  those  communities  as  well  and 
make  sure  that  prosperity  is  spread  fairly  across  America. 

The  success  of  the  competitive  communities  program  will  be  eval- 
uated as  it  should  be  by  examining  the  intermediaries  funded  and 
how  successful  each  intermediary  has  been  in  promoting  competi- 
tive economic  activity  in  its  community.  EDA  will  look  to  the 
intermediaries  in  turn  to  report  on  the  particular  transactions  in 
which  they  have  been  involved  and  to  evaluate  the  success  of  these 
projects  achieving  stated  goals. 

We  believe  that  our  approach  really  forces  communities  to  think 
strategically,  to  think  long  term,  to  look  at  sectors  and  industries 
that  have  a  long-term  growth  potential  and  therefore  long-term  job 
creation  potential.  We  think  that  that  is  an  important  new  element 
of  this  program,  which  distinguishes  itself  from  other  efforts  in  the 
past. 

The  Chair.  Thank  you  very  much,  Mr.  Secretary,  and,  Mr. 
Chairman,  thank  you  very  much. 

Mr.  Wise.  Thank  the  Chairman  and  turn  to  the  gentleman  from 
New  York,  Mr.  Boehlert. 

Mr.  Boehlert.  Mr.  Secretary,  you  correctly  observed  that  the 
two  previous  Presidents  were  less  than  enamored  with  EDA  and 
were  not  forthcoming  in  terms  of  support.  But  lest  anyone  in  this 
room  suffers  under  the  false  illusion  this  does  not  enjoy,  your  agen- 
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cy  does  not  enjoy  bipartisan  support,  let  me  reemphasize  that  I 
have  been  here  12  years,  have  been  a  very  strong  supporter,  and 
I  am  not  within  the  minority  within  the  Minority;  the  majority  of 
the  Minority  support  EDA,  and  that  is  very  important  for  you  to 
understand. 

Second 

Secretary  Brown.  Could  I  just  say  that  I  do  understand  that  and 
I  attempted  to  acknowledge  that  in  my  opening  remarks.  This  com- 
mittee has  taken  action  to  be  supported  to  save  EDA  in  the  past 
and  your  leadership  and  the  leadership  of  Congresswoman  Mol- 
inari,  Mr.  Shuster,  and  others  have  been  exemplary  in  that  regard. 

Mr.  Boehlert.  We  want  to  continue  to  work  with  you.  But  it 
seems  to  me  in  listening  to  your  testimony  and  reading  the  article 
in  this  morning's  Washington  Post — although  that  is  not  the  source 
of  all  wisdom 

Secretary  Brown.  I  have  found  that  myself,  too,  Mr.  Boehlert. 

Mr.  Boehlert.  But  I  am  not  quite  certain  in  my  own  mind  you 
need  any  new  legislative  authority.  It  seems  to  me  you  need  more 
money  to  do  what  you  do  not  have  enough  money  to  do.  For  exam- 
ple, under  Title  DC,  which  I  think  is  a  great  program  and  you  are 
suggesting  this  is  going  to  be  under  Title  LX,  I  don't  think  you  need 
any  more  legislative  authority.  If  you  do,  maybe  I  need  to  be  con- 
vinced, but  I  will  work  with  you  to  get  it. 

But  Title  LX  is  very  important.  Seems  to  me  if  we  want  to  focus 
our  efforts,  we  should  focus  our  efforts  on  getting  more  money  for 
your  overall  base  programs  across  the  spectrum.  Title  LX  right 
down  the  line. 

Secretary  Brown.  I  like  your  approach,  Mr.  Boehlert. 

Mr.  Boehlert.  I  thought  you  would. 

Secretary  Brown.  It  seems  to  be  an  effective  one. 

Let  me  be  clear  on  the  legislative  authority,  I  would  agree  with 
you,  with  the  exception  of  the  loan  guarantee  suggestion  that  we 
have  made,  we  think  we  need  no  further  authority;  we  think  Title 
LX  gives  us  all  that  we  need.  We  are  prepared  to  move  forward,  the 
one  exception  as  I  have  indicated,  is  the  loan  guarantee  suggestion 
that  we  have  made  that  we  think  is  an  important  component  of  our 
competitive  communities  approach. 

Mr.  Boehlert.  Well,  we  can  talk  some  more  about  it.  Staff  to 
staff  too,  because  staff  indicates  that  some  specific  sections  of  the 
enabling  legislation,  Section  903  particularly,  where  it  would  seem 
to  give  you  the  authority  you  are  now  seeking. 

But  one  of  the  things  I  am  concerned  about,  where  is  this  going 
to  fit  in  with  the  OECD  and  the  overall  plan?  I  am  a  former  county 
executive,  so  I  know  at  the  grass  roots  we  sometimes  have  prob- 
lems where  people  go  on  off  in  30  different  districts  and  there  is 
not  a  coordinated  strategy.  And  I  have  always  been  impressed  with 
EDA  requiring  an  overall  economic  development  plan  for  develop- 
ment districts,  and  I  think  that  is  better  rather  than  going  off  with 
these  road  guides  one  way  or  the  other.  How  is  this  going  to  fit  in? 

Secretary  Brown.  We  think,  Mr.  Boehlert,  that  it  builds  on  that 
success.  And  I  agree  that  the  model  that  you  have  articulated  is 
the  right  model.  We  think  in  creating  this  kind  of  competition  that 
we  force  the  political  leadership,  the  business  leadership,  the  non- 
profit leadership,  to  get  together,  to  have  some  dialogue,  to  come 
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up  with  a  strategy  for  that  community,  and  to  more  than  that,  to 
really  identify  specific  kinds  of  business  transactions  that  can  help 
build  the  long-term  economic  fiber  of  that  community  and  can  have 
some  reason  to  give  assurance  that  this  kind  of  identification,  this 
kind  of  strategic  plan  is  going  to  create  economic  growth  and  jobs. 
So  we  think  it  builds  on  the  kind  of  process  that  we  have  under- 
taken for  many  years  in  EDA. 

Mr.  Boehlert.  One  of  the  things  that  I  have  long  been  inter- 
ested in  is  diffusing  some  of  the  decision-making  authority.  I  think 
you  have  assembled  a  good  team  in  corporate  headquarters,  so  to 
speak,  here  in  Washington  DC,  but  I  think  you  have  some  very  fine 
people  out  in  the  field  across  the  country  and  one  of  the  frustrating 
experiences  for  me  has  always  been  from  the  staff  days  to  now  as 
a  Member,  the  long,  tortuous  procedure  to  get  things  approved, 
which  are  good  projects  to  begin  with,  and  everybody  nods  their 
head  yes  and  goes  to  Philadelphia,  in  my  instance,  and  then  to 
Washington.  I  would  hope  that  you  would  give  some  very  active 
consideration  to  having  some  of  the  authority  for  decision-making 
out  in  the  hands  of  your  regional  administrators  because  I  think 
you  have  good  people  across  the  country.  Is  that  something  that  is 
being  looked  at? 

Secretary  Brown.  Mr.  Boehlert,  you  have  anticipated  us  very 
well.  You  are  entirely  right.  The  approval  process  is  ridiculously  ar- 
duous. I  discovered  that  there  was  something  like  16  steps  in  that 
process.  We  have  reduced  that  to  four  steps. 

We  would  like  to  make  commitment  to  get  these  approvals 
turned  around  as  far  as  our  internal  decision-making  in  60  days 
rather  than  the  eight  months  to  two  years  it  has  been  taking.  One 
of  the  ways  we  do  that  is  decentralizing,  is  moving  that  decision- 
making to  the  regional  level.  We  did  that  in  June  just  a  couple  of 
weeks  ago.  We  think  that  is  a  way  to  improve  the  process,  to  take 
advantage  of  the  talent  that  exists  at  the  regional  level  and  to 
make  our  operation  more  efficient,  more  effective,  more  user  friend- 
ly, so  to  speak. 

Mr.  Boehlert.  I  think  Mr.  Ginsberg  would  support  my  conten- 
tion that  our  regional  administrator  in  Philadelphia,  with  whom  he 
used  to  work  closely  when  he  was  back  in  the  real  world,  was  an 
outstanding  guy,  and  I  think  he  has  assembled  a  very  good  staff. 
That  is  the  kind  of  thing  we  want. 

Secretary  Brown.  What  we  have  been  doing  in  the  past  is  dupli- 
cating those  efforts.  All  that  went  on  at  the  regional  level  we  redo 
in  Washington,  which  served  to  delay  the  process.  We  have  made 
that  change.  I  think  it  is  an  appropriate  change. 

Mr.  Boehlert.  I  want  to  work  cooperatively  with  you  in  this  ini- 
tiative and  I  am  a  strong,  strong  believer  in  the  program  overall, 
particularly  Title  LX,  and  I  just  think  that  we  need,  rather  than 
higher  priority  with  more  legislative  language,  is  just  more  money 
in  the  till.  And  I  would  hope  that  two  things  you  would  continue 
to  do:  continue  to  work  very  closely  with  those  communities  nega- 
tively impacted  by  the  BRAC  decision,  because  so  many  of  them 
have  just  been  blind-sided.  You  are,  in  my  congressional  district, 
and  I  thank  you  very  much  for  that,  but  other  districts  across  the 
country  deserve  that  same  consideration. 
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And  second,  I  would  hope  that  you  would  not  concentrate  all  of 
your  efforts  in  urban  America,  although  urban  America  is  where 
the  greatest  concentration  of  poverty  is,  but  you  will  find  it  in  the 
more  rural  States  like  mine  and  the  Chairman's  State.  And  they 
don't  quite  know  how  to  deal  with  it  unless  they  get  help.  And  so 
often  that  help  comes  in  the  form  of  EDA. 

Thank  you  very  much. 

Mr.  Wise.  Thank  you,  Mr.  Boehlert.  If  I  could  ask  a  question 
from  the — it  was  in  the  newspaper  article  today  and  I  think  you 
may  have  already  dealt  with  it.  In  today's  article  it  did  say  that 
the  funding  for  the  new  program  would  come  from  Defense  Conver- 
sion Funds,  Title  IX,  and  Technical  Assistance  Funds,  which  would 
be  Title  III.  You  have  stated  in  your  testimony  that  it  would  be 
from  Defense  Conversion,  that  one  title.  My  question  is  whether  it 
is  envisioned  to  be  looking  into  the  other  titles,  particularly  Title 
III,  which  would  then  put  this  program  in  direct  competition  with 
a  lot  of  the  strategic  planning  money  that  goes  to  the  development 
districts? 

Secretary  Brown.  No,  we  would  not  see  that  kind  of  competition 
forthcoming.  We  do  want  to  do  everything  we  can  to  encourage 
strategic  planning.  There  is  no  question  that  some  of  that  strategic 
planning  would  then  help  communities  to  participate  in  our  Com- 
petitive Communities  efforts  but  we  don't  see  a  conflict  there  at  all, 
Mr.  Chairman. 

Mr.  Wise.  At  this  point,  do  you  envision  using  Technical  Assist- 
ance Grant  money,  as  well  as  the  Defense  Conversion  money  to 
fund  this? 

Secretary  Brown.  Not  for  that  purpose.  I  was  just  suggesting, 
Mr.  Chairman,  that  as  communities  focus  on  strategic  planning  as 
a  process,  by  definition,  that  would  help  them  should  they  choose 
through  an  intermediary  to  apply  for  a  Competitive  Communities 
grant. 

Mr.  Wise.  And  while  we  are  talking  about  strategic  planning, 
one  area  that  I  applaud  the  administration  for  for  encouraging 
strategic  planning  is  the  empowerment  zone  and  enterprise  com- 
munities and  it  is  my  understanding  that  those  designations 
should  be  made  shortly.  It  has  been  very  worthwhile  to  see  some 
of  our  communities  go  through  that  process. 

How  does  Competitive  Communities  relate  to  the  EZ  program?  Is 
it  possible  that  an  empowerment  community  or  an  enterprise — 
empowerment  zone  or  enterprise  community  would  at  the  same 
time  be  a  competitive  community  that  would — would  perhaps  this 
be  a  way  to  extend  that  program  to  some  other  communities  that 
might  not  be  designated? 

Secretary  Brown.  It  is  a  difficult  question  to  answer  at  this  point 
in  time,  Mr.  Chairman.  I  will  say  that  we  have  decided  not  to  use 
such  designation  as  a  criteria  in  the  grant  process  for  Competitive 
Communities.  We  think  that  would  be  somewhat  unfair  and  dis- 
advantage those  who  had  not  received  that  designation,  which 
would  be  most  of  the  communities  around  the  country. 

But  I  think  so  it  is  fair  to  say  that  many  of  the  communities  that 
participate  in  those  other  programs,  the  two  that  you  have  men- 
tioned or  others,  might  well  have  an  advantage  because  it  probably 
means  that  they  have  been  through  a  strategic  planning  process, 
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that  they  have  thought  some  of  these  issues  through  and  pulled  in 
the  business  community  and  its  political  leadership  and  the  non- 
profit leadership  and  I  think  we  should  encourage  that  kind  of  dia- 
logue and  interaction  and  coordination  at  the  local  level. 

Mr.  Wise.  I  would  add,  having  watched  when  one  of  our  commu- 
nities prepared  that  application,  if  they  don't  get  it  they  are  going 
to  send  an  application  for  Competitive  Communities  and  they  sent 
250  pounds  of  supporting  documents  to  the  Department  of  Agri- 
culture, but  they  did  what  was  the  spirit  of  pulling  the  people  to- 
gether. It  would  be  my  hope  that  some  of  those  communities  that 
didn't  receive  the  initial  designation,  that  there  is  a  way  that  the 
Congress  and  EDA  and  the  Department  of  Commerce  could  work 
together,  that  if  they  are  not  going  to  get  the  lump  sum  money, 
that  we  ought  to  be  able  to  put  all  of  them  under  that  strategic 
tent  and  help  them  realize  that  strategic  plan  as  much  as  possible. 

Secretary  Brown.  I  think  that  is  an  excellent  suggestion,  Mr. 
Chairman,  and,  frankly,  it  is  one  of  the  ways  that  we  have  been 
trying  to  use  EDA.  In  disaster  relief  efforts  we  have  been  trying  to 
fill  some  of  the  gaps  after  the  SBA  programs  are  put  into  effect  be- 
cause many  businesses  do  fall  between  the  cracks.  It  is  the  way 
that  we  have  used  it  in  some  of  our  fisheries  communities  issues. 

We  think  that  we  have  got  to  do  a  better  job  of  coordinating  Fed- 
eral efforts  to  make  sure  that  communities  can  meet  their  needs 
and  goals  and  aspirations.  And  because  they  fail  in  one  application, 
it  shouldn't  mean  that  they  are  eliminated  from  other  opportunities 
to  compete  for  Federal  grant  dollars.  And  we  are  trying  to  pay  close 
attention  to  that  through  an  interagency  coordination  process.  And 
we  look  forward  to  doing  a  better  job  on  that  in  the  future,  Mr. 
Chairman. 

Mr.  Wise.  If  one-half — if  you  envision  this  program  being  funded 
using  roughly  one-half  of  the  Defense  Conversion  money,  is  it  fair 
to  assume  then  that  all  Competitive  Communities  will  be  in  De- 
fense Conversion  areas? 

Secretary  Brown.  No,  it  is  not  fair  to  assume  that  at  all,  Mr. 
Chairman.  We  do  not  want  to  have  the  program  move  in  that  direc- 
tion. There  are  many  economically-distressed  communities  around 
America,  many  of  which  have  been  distressed  since  well  before 
these  massive  cutbacks  in  defense  expenditures.  Those  commu- 
nities should  not  be  ignored  so  we  would  not  want  to  focus  just  to 
be  on  defense  cutback-impacted  communities. 

Mr.  Wise.  Working  with  your — both  Department  of  Commerce 
and  Mr.  Ginsberg,  Mr.  Hawkins  and  other  members  of  the  EDA 
staff,  the  subcommittee  put  together  a  bill  trying  to  bring  greater 
accountability  to  the  agency.  We  wanted  to  look  to  tightening  up 
procedures  and  how  we  could  get  greater  accountability  from  the 
intermediaries,  the  university  centers  and  development  districts 
that  you  work  with  for  a  long  period  of  time. 

It  is  my  understanding  that  this  is  a  similar  goal  that  you  have 
had  as  well.  And  just  since  the  reauthorization  has  not  passed  yet, 
and  before  the  agency  launches  into  a  major  initiative  such  as  this, 
I  wonder  if  you  might  comment  on  some  of  the  steps  that  be  being 
taken  to  bring  that  greater  accountability  and  effectiveness. 

Secretary  Brown.  Yes,  I  would  be  glad  to,  and  I  have  in  part  in 
response  to  some  earlier  questions.  We  have  tried  to  identify  the 
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best  leadership  in  the  country  to  have  responsibility  for  running 
EDA,  and  I  feel  confident  that  we  have  done  that  in  Mr.  Ginsberg 
and  Mr.  Hawkins  and  the  team  that  they  have  assembled. 

As  you  know,  Mr.  Ginsberg's  reputation  is  nationally  renowned 
in  this  field.  He  comes  out  of  an  area  that  focused  principally  on 
urban  communities,  on  inner  city  communities  although  he  has  ex- 
perience in  economic  development  across-the-board. 

As  you  know,  Mr.  Hawkins  comes  out  of  the  rural  focus  from  the 
TVA  perspective.  We  think  that  it  is  the  kind  of  team  that  can  pro- 
vide that  kind  of  accountability.  But  we  have  gone  much  further 
than  that.  One  of  the  criticisms  has  been  the  length  of  time  it  takes 
to  process  grants.  And  I  had  the  opportunity  a  few  moments  ago 
to  respond  to  Mr.  Boehlert's  question  on  that  subject. 

We  have  made  some  dramatic  changes  in  that  regard.  We  believe 
we  can  move  from  an  eight-month  to  two-year  process  down  to  a 
60-day  process  by  cutting  the  steps  from  16  to  four.  We  have  decen- 
tralized actions  already.  These  are  actions  already  taken  in  regard 
to  your  concern  about  accountability,  giving  much  more  authority 
to  our  regional  offices,  we  think,  where  it  should  be.  They  are  clos- 
er to  the  people,  closer  to  the  communities,  and  have  more  day-to- 
day contact  with  community  leadership. 

So  those  would  be  the  major  items  that  I  would  point  to,  Mr. 
Chairman. 

Mr.  Wise.  There  is  another  area  that  I  would  hope,  as  well.  It 
just  seems  that  with  development  districts  and  university  centers, 
we  have  some  excellent  ones,  we  have  some  fair  ones,  we  have 
some  that  need  some  assistance.  And  I  would  hope  that  there  is  a 
way  and  in  our  legislation  we  specifically  call  for  performance  au- 
dits of  them  and  I  would  hope  that  that  could  be  instituted  as  well, 
particularly  if  we  are  getting  ready  to  put  forward  a  Competitive 
Communities  program  that  may  affect  some  of  those. 

Secretary  Brown.  You  are  absolutely  right,  Mr.  Chairman.  And 
I  think  part  of  it  is  related  to  the  time  and  attention  that  our  team 
gives  and,  frankly,  that  I  give  it  personally.  Yesterday,  for  example, 
I  was  up  at  Metro  Tech  in  Brooklyn,  New  York,  which  is  a  prime 
example  of  what  we  are  trying  to  do  where  you  have  a  private  sec- 
tor anchor,  in  that  case  it  is  the  Nynex  Corporation,  you  have  sev- 
eral educational  institutions.  We  have  community-based  organiza- 
tions; you  have  the  political  leadership  of  the  community  involved. 

And  I  spoke  yesterday  to  the  Brooklyn  Chamber  of  Commerce, 
and  literally  everybody  that  had  leadership  responsibility  in  that 
community  was  there.  And  the  private  sector  was  taking  a  real 
leadership  role  in  showing  what  we  used  to  call  a  corporate  respon- 
sibility, good  corporate  citizenship.  And  I  think  it  is  beginning  to 
work.  And  I  think  if  communities  understand  that  we  care,  that  we 
are  concerned,  that  we  are  committed,  that  we  are  going  to  be  eval- 
uating, that  we  are  going  to  be  looking  and  we  are  going  to  be  re- 
sults-oriented, that  we  are  going  to  want  results  that  are  measur- 
able and  monitorable,  so  to  speak,  that  we  can  through  force  of 
leadership,  try  to  get  to  where  we  need  to  be  in  all  of  these  pro- 
grams. 

Mr.  Wise.  Final  question,  Mr.  Secretary,  you  have  stated  that 
the  one  area  where  you  believe  we  need  some  legislative  authoriza- 
tion would  be  in  the  area  of  loan  guarantees.  The  H.R.  2442  which 
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passed  the  House  included  a  provision  to  study  economic  develop- 
ment financing  tools  and  develop  a  proposed  program  which  would 
avoid  the  mistakes  of  previous  EDA  loan  guarantee  programs  dat- 
ing back  to  the  1970s.  My  question  would  be  how  would  this  loan 
guarantee  program  differ  from  EDA's  guarantee  program  of  the 
1970s? 

Secretary  Brown.  Well,  it  differs  dramatically,  Mr.  Chairman,  in 
that  the  whole  root  of  it  is  different.  This  program  first  looks  to 
intermediaries — and  that  is  why  I  use  that  term  so  much  during 
the  course  of  my  testimony — to  try  to  focus  on  intermediaries  that 
have  the  proven  ability  to  deliver. 

Second,  Mr.  Chairman,  we  look  to  the  kinds  of  transactions  and 
the  kind  of  businesses  that  have  that  real  growth  potential  so  you 
don't  get  into  the  situation  we  were  in  in  the  1970s  where  there 
was  a  fairly  undisciplined  array  of  loan  guarantee  activities  with 
not  that  kind  of  oversight  and  not  that  kind  of  focus  and  not  that 
kind  of  evaluative  component  at  the  beginning  of  the  program.  We 
think  that  this  national  competition  that  we  are  suggesting  means 
that  really  the  cream  kind  of  rises  to  the  top  and  so  you  reduce  the 
risk. 

Most  importantly,  we  think  as  you  know,  as  our  ability  to  lever- 
age Federal  dollars  is  very  important,  our  ability  to  take  $50  mil- 
lion in  Federal  dollars  and  turn  it  into— -depending  on  whose  num- 
bers you  think  are  reliable,  conservative  $250  million,  maybe  $410 
or  $420  million — is  very  important.  And  gives  us  reason,  I  think  to 
embark  on  a  program  that  admittedly  was  not  very  effective  25 
years  ago  or  20  years  ago,  but  I  think  that  we  have  learned  a  lot 
from  those  errors  and  I  think  that  we  have  tried  to  inculcate  that 
knowledge  into  this  new  plan.  And  we  are  starting  small.  And  I 
think  we  have  a  chance  to  do  continuous  evaluations. 

I  would  never  suggest,  Mr.  Chairman,  that  we  do  things  that  are 
inefficient  or  that  don't  work.  And  I  think  that  we  have  got  to 
make  sure  that  we  build  in  those  kind  of  evaluative  process  that 
were  not  built  into  the  past  efforts. 

Mr.  Wise.  Thank  you,  Mr.  Secretary. 

I  note  in  closing  that  as  I  listen  to  you  speak,  I  get  very  excited 
about  EDA.  I  happen  to  believe  that  EDA  has  the  potential  to  be 
the  major  force  for  many  innovative  types  of  economic  development, 
both  community  and  private  sector-based  and  the  work  that  you 
are  doing  and  Mr.  Ginsberg  and  Mr.  Hawkins  and  the  staff  at 
EDA,  I  believe  pound  for  pound  you  could  have — EDA  could  have 
more  impact  than  almost  any  otner  program  in  the  Federal  Gov- 
ernment. 

I  am  often  amazed  at  the  low  level  funding,  particularly  by  Fed- 
eral standards  and  yet  how  many  activities  EDA  is  called  upon  and 
brought  into  and  often  is  a  linchpin  for  a  project.  I  applaud  what 
you  are  doing. 

The  subcommittee  looks  and  the  full  committee,  I  know,  looks 
with  great  interest  on  this.  But  as  I  say,  I  just  am  constantly 
amazed  at  the — at  the  potential,  not  only  what  is  accomplished  but 
the  potential  for  EDA. 

I  turn  to  the  gentleman  from  Illinois,  Mr.  Ewing,  for  any  ques- 
tions. 

Mr.  Ewing.  Thank  you,  Mr.  Chairman. 
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Mr.  Secretary,  I  appreciate  your  being  here  today.  I  have  a  fol- 
low-up a  little  bit  on  the  question  about  the  rural  focus  that  your 
program  might  have,  and  I  wonder  if  you  could  expand  on  that  just 
a  little  bit.  How  small  does  rural  get  to  be? 

Secretary  Brown.  Well,  we  use  the  Federal  designations.  We 
don't  make  up  our  own  for  rural.  And  it  is  a  fairly  narrow  defini- 
tion, which  is  I  think  good  for  the  most  rural  of  communities,  and 
we  have  done  a  little  bit  of  analysis  of  how  EDA  monies  have  been 
spent  in  the  past  and  I  know  there  is  some  constant  perception  of 
focus  on  urban  areas.  In  some  areas  it  has  been  as  high  as  80  per- 
cent rural.  The  lowest  we  have  found  is  55,  56  percent  rural,  and 
we  would  intend  that  that  not  change.  We  think  that  we  cannot 
forget  the  extraordinary  economic  distress  that  exists  not  only 
today  but  has  existed  over  many,  many  years  in  too  many  of  our 
rural  communities  and  we  want  to  make  sure  and  I  think  that  the 
leadership  team  that  we  have  assembled,  will  assure  that  the  rural 
focus  is  not  lost. 

Mr.  Ewing.  Does  that  work  in  the  rural  area  by  combining  small 
communities  by  areas  instead  of  just  simply  a  small  village  or 
maybe  a  rural  county? 

Secretary  Brown.  Districts,  a  combination  would  be  at  the  so- 
called  district  level,  Mr.  Duncan. 

Mr.  Ewing.  Do  you  have  goals  for  the  number  of  jobs  you  would 
like  to  see  created  by  your  new  initiatives  and  the  changes  you  are 
proposing? 

Secretary  Brown.  We  have  not  established  those  goals  as  yet, 
Mr.  Duncan,  and  the  reason  we  haven't  is  because  we  were  not 
sure  exactly  what  our  resource  level  would  be.  As  you  know,  the 
House  Appropriations  Committee  completed  their  work  a  week  ago 
and  the  Senate  has  not  completed  their  work.  As  soon  as  that  is 
completed,  we  would  be  able  to  give  you  some  projected  numbers 
in  that  regard. 

Mr.  Ewing.  Historically,  there  have  been  fairly  high  default  rates 
with  EDA  loan  guarantees.  What  would  you  propose  to  do  to  re- 
duce that? 

Secretary  Brown.  Well,  Mr.  Ewing — and  I  apologize  for  calling 
you  Mr.  Duncan  in  the  last  round  of  questions. 

Mr.  EwiNG.  That  is  fine,  Mr.  Secretary,  I  don't  know  what  seat 
I  sat  in.  But  Mr.  Duncan  doesn't — he  may  come  from  a  rural  area, 
too. 

Secretary  Brown.  That  was  my  mistake,  Mr.  Ewing.  I  tried  to 
indicate  a  few  moments  ago  the  process  which  we  go  through  we 
think  gets  to  the  root  of  the  reasons  for  the  failures  or  at  least  per- 
ceived failures  of  the  last  loan  guarantee  effort  that  was  under- 
taken in  the  1970s.  We  would  like  to  think  that  we  have  learned 
a  lot  from  those  failures  and  have  made  the  requisite  improve- 
ments. 

First  and  foremost,  the  focus  is  on  picking  the  community-based 
organizations,  picking  the  nonprofit  organizations,  picking  the 
intermediaries  that  have  a  track  record  of  responsible  decision- 
making; have  a  process  in  place  to  do  the  kind  of  evaluation  at  the 
front  of  the  process  which  gives  you  a  better  assurance  of  what  the 
back  of  the  process  is  going  to  look  like;  we  think  also  our  focus 
on   identifying  high  growth  industries,  the  focus  on   identifying 
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those  that  have  long-term  job  creation  potential,  and  I  think  the 
ongoing  evaluative  process  that  we  will  be  going  through  through 
the  course  of  the  program. 

So  we  are  confident  that  we  have  got  enough  common  sense  to 
learn  from  some  of  the  failures  of  the  past  and  to  start  small,  I 
might  add.  Not  to  start  with  some  gigantic  new  effort,  but  by  work- 
ing into  it  in  a  sequential  sort  of  way  to  build  on  our  strengths  and 
I  think  that  is  the  proper  approach. 

Mr.  Ewing.  One  last  question.  We  have  a  number  of  Federal  loan 
programs  designed  to  help  business,  particularly  the  SBA-type  pro- 
grams. Will  they  play  a  part  in  the  revamping  of  this  program  and 
the  expansion  of  this  program  as  you  visualize  it? 

Secretary  Brown.  They  will  play  a  part  in  the  following  way  I 
think:  first,  we  want  to  make  clear  that  EDA's  programs  differ 
from  SBA  programs  in  two  distinct  and  different  and  important 
ways.  First,  the  focus  of  the  EDA  program  is  the  financing  of  busi- 
ness as  part  of  an  overall  coordinated  economic  development  strat- 
egy. These  strategies  are  developed  at  the  local  level  to  create  jobs 
and  to  promote  the  future  economic  base  of  the  community. 

The  SBA  program  is  focused  on  individual  firms  without  regard 
to  a  comprehensive  economic  strategy  or  a  comprehensive  plan  for 
the  community.  We  think  that  that  is  a  very  important  distinction. 

Second,  the  EDA  program  is  targeted  to  larger,  growing  or  ex- 
panding firms  that  need  an  average  of  $2  million  in  new  financing 
while  SBA  is  targeted  to  smaller  firms  needing  financing  averaging 
about  $200,000.  We  think  that  those  are  distinctions  which  should 
be  noted  and  which  make  this  program  a  different  kind  of  program. 

Mr.  Ewing.  Mr.  Secretary,  thank  you,  and  it  is  a  good  distinc- 
tion, and  I  am  glad  to  know  that.  I  look  forward  to  working  with 
you  and  the  administration  to  make  this  program  work. 

Secretary  Brown.  Thank  you  very  much,  Mr.  Ewing. 

Mr.  Wise.  The  gentleman  from  Texas,  Mr.  Geren. 

Mr.  Geren.  Thank  you,  Mr.  Chairman. 

And  I  want  to  thank  the  Secretary  for  his  testimony  and  also 
commend  him  for  the  vision  and  leadership  you  have  brought,  not 
only  to  Commerce  but  to  EDA  which  has  been  neglected  which  has 
been  pointed  out  by  numerous  colleagues  over  the  past  hour  or  so. 
We  are  also  pleased  to  hear  about  the  streamlining  that  you  are 
instituting  in  the  grant  area.  That  has  been  a  frustrating  part  of 
the  EDA  process.  And  the  goals  that  you  have  set  for  EDA  are  cer- 
tainly commendable  and  I  look  forward  to  seeing  that  move  for- 
ward. 

As  you  well  know,  all  the  streamlining  in  the  world  won't  make 
up  for  the  absence  of  a  can-do  attitude  on  the  part  of  the  people 
who  are  put  in  positions  of  trying  to  implement  that  streamlining. 
I  want  to  take  this  opportunity  to  commend  Deputy  Assistant  Sec- 
retary Hawkins  for  that  kind  of  can-do  attitude. 

Over  eight  years  ago,  then-majority  leader  Jim  Wright  had 
money  appropriated  for  two  EDA  grants  for  a  very  economically  de- 
pressed part  of  Fort  Worth.  These  were  grants  that  were  going  to 
be  matched  five,  six,  seven,  eight  times  by  private  sector  commit- 
ments and  city  commitments  under  the  previous  administrations 
those  grants  just  sat  there  for  eight  years,  they  sat  there  and  could 
never  move.  And  then  thanks  to  the  interest  and  work  of  Chairman 
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Wise,  and  particularly  Wilbur  Hawkins,  these  grants  were  lifted 
out  of  the  morass  where  they  sat  and  have  moved  along. 

The  first  one  has  already  been  approved  and  it  is  helping  folks 
that  needed  help.  It  goes  right  to  the  heart  of  what  the  EDA  grant 
process  is  all  about.  I  want  to  commend  Wilbur  Hawkins  for  the 
can-do  attitude  that  he  brought  to  that  effort.  And  the  folks  that 
work  with  him  have  that  same  attitude  and  that  is  such  a  refresh- 
ing change.  I  speak  for  many  of  my  colleagues  when  I  say  thank 
you  to  you  and  Mr.  Hawkins  and  the  other  folks  that  work  with 
you  for  bringing  that  kind  of  approach  to  it. 

These  are  grants  that  are  going  to  people  and  to  communities 
that  need  it  so  desperately  and  there  is  nothing  more  frustrating 
than  having  the  bureaucracy  tie  them  up  literally  year  after  year 
after  year.  And  my  experience  and  the  opportunity  that  I  have  had 
to  work  with  your  folks  has  shown  it  is  night  and  day,  and  I  want 
to  thank  you  for  that. 

Secretary  Brown.  Thank  you  very  much  Mr.  Geren. 

Mr.  Wise.  Gentleman  from  Massachusetts,  Mr.  Blute. 

Mr.  Blute.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  welcome.  Before  I  ask  you  a  question  on  the  EDA, 
I  would  like  to  commend  you  for  your  announcement  yesterday 
with  regard  to  helping  communities  in  New  England  with  their 
fishing  problems.  We  have  a  significant  problem  with  depleted  fish 
stocks  and  there  are  thousands  of  fishing  families  that  are  under 
severe  strain  at  this  time,  and  I  would  like  to  commend  you  and 
the  administration  for  recognizing  that  and  providing  some  re- 
sources that  will  particularly  help  in  my  area  of  Massachusetts  in 
the  New  Bedford,  Fall  River  area.  I  think  that  is  going  to  be  very, 
very  helpful  and  we  are  very  appreciative  of  your  efforts  in  that 
area. 

I  am  also,  as  my  colleague  said,  a  member  of  the  majority  of  the 
minority  who  are  supportive  of  the  EDA  and  their  mission  and 
their  focus.  I  believe  the  philosophy  of  focusing  on  and  helping  dis- 
tressed areas  is  a  very  sound  one.  These  are  areas  that  won't  by 
themselves  start  the  process  of  economic  development.  They  need 
a  jump  start.  And  I  believe  that  the  EDA  has  been  very  effective 
in  my  State  of  Massachusetts  in  many  distressed  areas  of  providing 
that  jump  start. 

I  happen  to  be  like  most  Members  of  Congress,  I  think  probably 
most  Members  of  Congress  have  some  distressed  areas  in  their  dis- 
tricts. I  represent  the  city  of  Worcester  and  Attleboro  and  Fall 
River,  all  three  cities  under  significant  strains,  and  the  EDA  over 
the  years  has  been  very  helpful  in  each  of  those  cities.  And  I  would 
like  to  commend  your  efforts  and  the  efforts  of  the  EDA. 

My  question  would  be  with  regard  to  the  Competitive  Commu- 
nities initiative.  How  does  the  criteria  differ  from  previous  criteria 
for  establishing  what  is  a  distressed  area?  You  mention  high  pov- 
erty as  a  new  factor.  I  wonder  if  you  could  kind  of  elaborate  and 
explain  what  that  means. 

Secretary  Brown.  There  isn't,  frankly,  a  lot  of  difference  between 
how  you  define  a  distressed  community.  There  is  a  lot  of  difference, 
though,  in  how  we  choose  between  these  competitors  to  be  involved 
in  our  Competitive  Communities  program. 
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First,  we  are  going  to  look  at  the  record  and  role  and  capability 
of  the  nonprofit  intermediary  applicant.  What  kind  of  track  record 
do  they  have?  Have  they  done  their  job?  Have  they  coalesced  the 
community  at  large. 

Second,  the  viability  of  the  community's  plan  for  enhancing  the 
competitiveness  of  the  local  industrial  base.  Third,  the  degree  of 
public  and  community  support  for  the  application.  I  mean,  are  peo- 
ple vested  in  it?  Do  they  feel  a  part  of  it?  Have  they  really  partici- 
pated in  the  decision-making  process? 

Fourth,  the  leveraging  of  non-Federal  funds  committed  to  the 
transaction.  Can  we  use  Federal  dollars  as  a  cornerstone  to  attract 
other  investment  private  sector  resources,  but  also  State  resources 
as  well? 

Next,  the  level  of  economic  distress  in  the  community  involved, 
which  goes  to  your  question,  and  we  have  to  have  a  standard  Fed- 
eral evaluative  technique  for  coming  up  with  that,  not  just  some- 
thing that  EDA  dreams  up  but  something  that  will  stand  the  test 
when  compared  to  other  programs.  And  finally,  the  quantity  and 
quality  of  jobs  to  be  created  or  the  kind  of  retraining  to  be  done. 

One  of  the  things,  as  you  know,  in  many  of  the  communities  that 
you  represent,  particularly  the  fisheries  communities  like  New 
Bedford,  you  have  got  people  who  have  spent  generations,  their 
families  have  been  in  one  industry  for  generations  and  now  they 
are  finding  that  they  now  need  retraining  and  they  need  to  think 
about  other  futures  for  themselves  and  their  children,  and  I  think 
that  is  an  important  role  that  EDA  can  play  in  that  regard. 

Mr.  Blute.  Thank  you,  Mr.  Secretary. 

Thank  you  Mr.  Chairman. 

Mr.  Wise.  I  thank  the  gentleman. 

The  gentlewoman  from  Utah. 

Ms.  Shepherd.  Thank  you. 

Mr.  Brown,  welcome  to  our  committee  and  it  is  a  pleasure  to 
have  you  here.  I  just  would  like  to  ask  your  help  with  visualizing 
this  a  little  bit. 

In  most  communities,  I  suppose  like  the  one  that  I  come  from, 
there  is  an  economic  development,  nonprofit  organization  that  basi- 
cally has  State  support  and  spends  most  of  its  time  trying  to  at- 
tract businesses  to  the  State  over  trying  to  develop  technology  spin- 
offs and  that  sort  of  thing.  Is  that  the  kind  of  nonprofit  agency  that 
you  are  thinking  of? 

Secretary  Brown.  Yes,  that  would  certainly  be  one  good  example 
of  the  kind  of  nonprofit  intermediary  that  we  are  thinking  of. 

Ms.  Shepherd.  This  intermediary  would  be  engaged  in  long-term 
strategic  planning  for  the  community  and  this  plan  that  they  come 
up  with  is  what  the  EDA  funding  would  be  submitted  for? 

Secretary  Brown.  Actually,  it  would  be  even  a  little  more  de- 
tailed than  that,  Ms.  Shepherd.  They  would  identify  actual  trans- 
actions that  the  intermediary  wanted  to  engage  in.  They  might 
identify  a  company  that  makes  some  kind  of  new  high-tech  product 
that  has  some  real  growth  potential  that  would  not  otherwise  be 
attracted  to  that  community,  but  for  the  community  of  assistance 
that  could  be  provided  through  that  intermediary.  And  we  would 
require  that  kind  of  specificity  in  the  grant  proposal. 
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So  it  wouldn't  just  be  is  the  strategic  plan  good  and  sensible,  but 
what  does  it  propose?  And  what  are  the  chances  of  success  of  that 
plan? 

Ms.  Shepherd.  And  who  would  issue  the  grants?  Would  the 
grants  be  issued  by  a  State-community  board  or 

Secretary  Brown.  They  would  be  issued  by  EDA  to  the 
intermediary  who  would  then  take  care  of  the  local  funding. 

Ms.  Shepherd.  I  understand.  And  this  could  take  place  in  areas 
that  are  just  indigenously  distressed  because  of  poverty  or  in  areas 
that  are  undergoing  some  dramatic  job  conversion  problem? 

Secretary  Brown.  Yes,  both  would  be  appropriate. 

Ms.  Shepherd.  Thank  you  very  much. 

Secretary  Brown.  Thank  you. 

Mr.  Wise.  I  thank  the  gentlewoman.  The  gentleman  from  New 
Jersey,  Mr.  Menendez. 

Mr.  Menendez.  Mr.  Chairman,  I  am  happy  to  hear  you  say  in 
answer  to  Mr.  Mineta's  question  that  these  monies  will  simply  not 
just  go  to  base  closure  communities  because  there  are  many  com- 
munities that  have  been  suffering  for  a  long  period  of  time  in  terms 
of  economic  and  employment  distress  and  never  ever  had  the  op- 
portunity to  have  a  base  within  their  district,  providing  employ- 
ment, or  for  that  fact  providing  the  economic  ripple  that  a  base  pro- 
vides. 

But  what  I  am  concerned  with  is  maybe  you  could  answer  for  me 
what — are  you  not  concerned  about  your  ability  to  take  half  of  the 
monies  that  are  allocated  for  defense  closure  to  move  it  to  this  new 
program?  I  mean  how  real  is  this  possibility? 

Secretary  Brown.  I  think  I  have  the  authority  to  do  that,  Mr. 
Menendez,  unless  the  committee  thinks  otherwise.  We  believe  that 
there  will  be  some  of  those  defense  closure-impacted  communities 
that  will  qualify  through  the  normal  process  for  Competitive  Com- 
munities grants.  And  we  think  giving  ourselves  the  kind  of  leeway 
we  have  and  talking  about  half  of  that  $115  million  there  is  suffi- 
ciently way  to  do  the  rest  of  the  important  work  that  we  have  to 
do,  including  the  drafter  relief  efforts.  We  are  starting  small  and 
we  are  taking  a  common  sense  approach. 

Mr.  Menendez.  The  57  million,  is  that  combination  of  potential 
grants  as  well  as  loan  guarantees? 

Secretary  Brown.  No,  that  is  without  the  loan  guarantees  and 
again  that  is  a  loose  figure  right  now  because  that  is  just  based  on 
the  House  mark.  The  Senate  Appropriations  Committee  has  not 
completed  its  work  yet. 

Mr.  Menendez.  So  the  loan  guarantees  would  be  part  of  your  ex- 
isting loan  guarantee  program,  if  you  in  fact  could  go  ahead  and 
pursue  that? 

Secretary  Brown.  Yes. 

Mr.  Menendez.  Do  you  have  any  idea  of  how  many  grants  you 
would  be  giving  or  the  average  size  of  a  grant? 

Secretary  Brown.  I  am  going  to  have  to  turn  to  my  rear  to  find 
out  the  answer  to  that  question.  One  to  three  million,  my  staff  in- 
forms me  are  the  numbers  that  we  are  looking  at. 

And  I  should  indicate  in  response  to  your  previous  question,  Mr. 
Menendez,  that  half  of  the  resources  will  come  from  economic  ad- 
justment funds  and  half  from  Defense  Conversion  Funds. 
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Mr.  Menendez.  Now,  who  drives  this  process? 

You  have  made  a  lot  of  emphasis  during  your  testimony,  both  di- 
rect and  in  answer  to  questions,  about  the  intermediary.  Who 
drives  this  process?  Is  it  the  intermediary?  Is  it  the  municipality? 

Secretary  Brown.  It  is  an  intermediary-driven  process.  I  would 
like  to  think  it  is  driven  by  EDA  and  the  leadership  that  we  pro- 
vide and  by  the  local  community  through  the  intermediary.  We 
think  that  the  intermediary  is  the  one  vehicle  that  exists  in  many 
local  communities  that  has  the  capability  of  pulling  all  of  those 
community  resources  together. 

And  I  think  the  more  we  can  encourage  communities  to  have 
strong,  sound,  nonprofit  intermediaries,  the  better  off  those  com- 
munities will  be.  And  maybe  we  can  cut  there  some  of  the  infight- 
ing that  those  of  us  who  have  been  involved  in  local  politics  say  too 
often  becomes  an  inhibiting  factor  to  a  community  being  able  to 
compete  for  State  resources  and  Federal  resources.  And  we  would 
hope  to  really  help  drive  this  whole  concept  of  strong,  reliable, 
credible  intermediaries  at  the  local  level  that  bring  together  politi- 
cal resources,  business  resources  and  nonprofit  resources. 

Mr.  Menendez.  So  the  applicant  would  actually  be  the 
intermediary? 

Secretary  Brown.  Yes. 

Mr.  Menendez.  In  that  case,  the  municipality  that  wants  to 
avail  themselves  of  this  process  would  need  an  intermediary,  either 
one  that  they  had  been  working  with  or  one  that  they  would  seek 
to  find  in  the  process. 

Secretary  Brown.  Yes,  that  is  correct. 

Mr.  Menendez.  Now,  let  me  ask  you,  have  you  also  placed  a  lot 
of  emphasis  on  the  question  of  strategic  plans  that  have  been  de- 
veloped? What  about — I  came  from  both  State  and  local  govern- 
ment, and  I  served  as  a  mayor  for  six  years,  and  I  know  on  the 
chopping  block,  particularly  during  the  last  12  years,  what  had  to 
go  first  and  what  went,  even  though  you  didn't  want  it  to  go. 

Many  times  the  downsizing  of  planning  departments  were  among 
the  first  because  they  were  not  seen  as  essential  services.  What 
about  the  ability  of  these  communities  to  have  a  strategic  plan  that 
is  maybe  outdated  or  those  that  may  not  even  have  it? 

I  am  thinking  of  smaller  communities  that  I  represent  that  are 
very  urban  and  distressed,  but  simply  don't  have  this  and  they  are 
not  part  of  a  county- wide  plan?  They  lose  out? 

Secretary  Brown.  No,  that  is  certainly  not  something  that  we 
would  like  to  see  and  we  are  not  going  to  let  it  happen,  Mr. 
Menendez.  We  think  that  EDA  has  a  responsibility  in  that  regard 
to  work  with  these  communities  and  to  work  with  potential 
intermediaries. 

We  believe  that  those  nonprofit  intermediaries  that  have  to  work 
with  public  and  private  institutions  in  the  future  to  formulate  the 
community's  economic  competitiveness  strategy  and  to  work  with 
EDA  field  staff  and  the  various  companies,  the  various  enterprises 
that  are  going  to  be  involved  in  the  strategic  plan  to  structure  the 
application. 

So  we  have  some  proactive  responsibility  not  to  just  say,  gosh, 
if  you  are  not  there  yet,  forget  it.  We  have  a  responsibility  to  work 
with  communities,  to  work  with  prospective  intermediaries.  And  let 
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me   give   you,    if  I    might,    Mr.    Menendez,    some    examples   of 
intermediaries. 

We  are  obviously  talking  about  the  traditional  community  devel- 
opment organizations,  some  of  which  have  been  successful  but  woe- 
fully underfunded  in  recent  years  and  unable  to  play  the  role  that 
they  need  to  play.  Not-for-profit  arms  of  local  banks  and  some  of 
those  local  financial  institutions  do  have  those  not-for-profit  arms 
and  some  of  them  would  be  appropriate.  Not-for-profit  economic  de- 
velopment arms  of  local  institutions  such  as  universities,  many  of 
the  universities  have  those  kinds  of  arms.  And  we  have  found  that 
those  can  be  useful,  as  well. 

Hospitals,  as  well,  sometimes  have  those  kinds  of  nonprofit  com- 
munity-based arms  that  can  be  used  as  intermediaries.  So  we  think 
that  there  are  a  number  of  vehicles,  and  I  think  EDA  has  a  respon- 
sibility to  work  with  those  potential  intermediaries  to  make  sure 
that  they  gain  the  strength  to  be  credible  in  the  application  proc- 
ess. 

Mr.  Menendez.  Your  loan  guarantees  aspect  of  this  won't  be  dif- 
ferent though  than  your  regular  loan  program?  There  wouldn't  be 
a  different  criteria  for  it? 
Secretary  Brown.  It  is  another  tool. 
Mr.  Menendez.  But  it  wouldn't  be  a  different  criteria? 
Secretary  Brown.  We  see  it  as  a  different  tool  in  the  process. 
Mr.  Menendez.  I  don't  know  what  this  would  give  for  commu- 
nities like  those  that  I  represent.  I  hope  it  will  do  something. 

But  let  me  just  on  this  final  note  take  a  provincial  moment  to 
say  that  there  is  something  that  I  know  that  your  department  can 
do  to  enhance  employment  in  my  district  and  to  save  employment. 
It  involves  dredging  which  is  a  part  of  the  purview  of  this  commit- 
tee. The  port  of  Elizabeth  and  Newark  is  within  our  district.  And 
your  agency,  not  EDA  but  NOAA,  is  a  part  of  that  process. 

It  is  a  process  that  has  been  mired — not  to  be  a  pun  on  the  whole 
iSSUe — but  has  been  mired  in  bureaucratic  delay.  Permits  that  take 
a  minimum  of  three  years  to  eight  years,  and  that  threatens  in  my 
district  alone  180,000  jobs,  $20  billion  of  economic  activity. 

And  as  someone  who  I  know  is  a  strong  promoter  of  trade  on  be- 
half of  this  administration  throughout  the  world,  95  to  99  percent 
of  all  of  our  trade  comes  through  our  ports.  Now  we  are  strangulat- 
ing them.  And  I  hope  that  in  your  overall  charge  that  you  would 
spend  a  significant  focus  on  this  as  well.  It  is  not  going  to  create 
necessarily  new  jobs,  but  it  will  as  trade  increases.  But  it  certainly 
is  going  to  stop  the  hemorrhaging  that  is  going  on  in  my  district 
and  I  am  sure  it  is  not  unique  to  my  district.  It  is  a  nationwide 
problem.  The  Sierra  Club  talks  about  it  being  10  million  jobs  and 
$400  billion  nationwide  in  terms  of  the  dredging  issue  and  you 
have  part  of  that  component. 

Secretary  Brown.  Advice  well  taken,  Mr.  Menendez.  It  is  an 
issue  that  I  have  been  focused  on.  It  involves  NOAA  and  the  EPA, 
and  the  Corps  of  Engineers  are  involved.  There  is  a  major  inter- 
agency undertaking  to  get  some  of  these  things  done.  We  have  been 
faced  with  them  at  a  number  of  the  ports  in  California  as  well. 

If  we  are  going  to  be  competitive  in  the  21st  Century,  we  have 
to  have  ports  that  are  competitive.  And  you  are  absolutely  right  in 
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pointing  out  that  these  dredging  requirements  are  going  to  be  cru- 
cial to  the  competitiveness  of  our  port  network. 

Mr.  Wise.  I  thank  the  gentleman  from  New  Jersey. 

The  gentlewoman  from  Texas,  Ms.  Johnson. 

The  gentleman  from  Wisconsin  Mr.  Barca. 

Mr.  Barca.  Mr.  Secretary,  I  appreciate  your  testimony,  and  I  ap- 
preciate the  attention  that  you  are  lending  to  the  EDA  and  to  try- 
ing to  provide  for  new  tools  for  distressed  communities. 

And  to  follow  up  somewhat  with  Mr.  Menendez's  line  of  question- 
ing or  points  that  he  was  making,  I  also  have  a  number  of  dis- 
tressed communities  in  my  district  that  have  suffered  with  plant 
shut-downs  and  they  have  really  been  struggling  to  try  to  put  to- 
gether strategic  plans  and  trying  to  hold  economic  conferences  and 
looking  for  any  kind  of  outside  help  that  they  could  get. 

So  I  am  sure  they  will  be  very  pleased  to  hear  of  the  attention 
you  are  paying  to  EDA.  I  guess  I  would  like  to  be  able  to  bring 
back  that  message.  What  do  you  suggest  to  them?  Do  they  contact 
the  EDA  directly?  Is  EDA  available  for  sending  people  out  to  pro- 
vide technical  assistance?  What  would  be  some  of  the  first  steps 
that  communities  like  some  of  those  in  my  district  could  take  in 
order  to  avail  themselves  of  the  resources  of  EDA? 

Secretary  Brown.  We  would  suggest,  first  and  foremost,  that 
they  be  in  touch  with  our  regional  offices  and,  yes,  we  do  have  peo- 
ple who  are  available  to  come  to  local  communities  to  help  in  grant 
application  preparation,  to  help  in  putting  together  a  strategic 
plan.  Chairman  Wise  talked  a  while  ago  about  technical  assistance 
that  can  be  provided  through  EDA,  so  we  are  prepared  as  I  have 
indicated  to  be  proactive  to  work  with  you.  I  can  have  a  member 
of  my  staff  contact  your  office  as  soon  as  this  hearing  is  over  and 
we  can  personalize  it,  so  to  speak,  as  far  as  what  the  best  approach 
would  be  from  your  perspective. 

Mr.  Barca.  I  appreciate  that  very  much.  Thank  you. 

Mr.  Wise.  The  program — if  you  promise  every  member  of  this 
committee  that  you  are  going  to  have  a  member  of  your  staff  con- 
tact them  about  this  program,  it  will  truly  be  Competitive  Commu- 
nities. The  horse  race  just  started,  Mr.  Secretary. 

Secretary  Brown.  I  waited,  Mr.  Chairman,  until  there  were  just 
a  small  number  of  Members  here. 

Mr.  Wise.  A  follow-up  question,  if  you  would,  to  Mr.  Menendez. 
You  listed  some  of  the  intermediaries.  Would  they  also  include  the 
local  development  districts  that  are  presently  in  place  under  EDA 
or  funded  by  EDA? 

Secretary  Brown.  I  don't  believe  the  district  would  qualify  as  a 
local  intermediary.  If  it  has  nonprofit  status,  it  would.  Many  of 
them  are  not  set  up  as  nonprofits  and  therefore  they  would  not. 

Mr.  Wise.  I  am  assuming  that  an  economic  development  author- 
ity or  local  corporation  nonprofit  would  be  eligible.  What  about  the 
development  arms,  for  instance,  which  I  believe  are  usually  non- 
profit, of  chambers  of  commerce  and  other  business  organizations? 

Secretary  Brown.  If  it  is  a  legitimate  nonprofit,  it  would  qualify 
as  an  intermediary. 

Mr.  Wise.  The  second  question  I  have  is  where  is  the  Competi- 
tive Communities  program  presently  in  effect  anywhere  at  this 
time? 
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Secretary  Brown.  It  is  not  in  effect  at  this  time.  I  would  not 
have  wanted  to  put  it  in  effect,  Mr.  Chairman,  until  we  have  had 
an  opportunity  to  present  it  first  to  your  subcommittee. 

Mr.  Wise.  That  is  why  you  are  so  good  at  what  you  do,  Mr.  Sec- 
retary. 

Secretary  Brown.  But  I  tried  to  cite  some  examples,  Mr.  Chair- 
man, in  both  my  written  and  oral  testimony  of  the  kinds  of  activi- 
ties to  which  it  could  be  effectively  applied.  Some  activities  I  men- 
tioned were  in  South  Carolina  and  southern  California,  and  Har- 
lem and  others  that  I  think  would  be  appropriate  for  the  use  of  a 
Competitive  Communities  strategy. 

Mr.  Wise.  In  response  to  Mr.  Barca,  who  was  asking  about  how 
to  apply,  is  there  a  process  that  is  now  in  effect  or  will  be  in  effect 
for  communities  to  apply? 

Secretary  Brown.  We  are  formulating  that  process  now.  And  I 
attempted  a  few  moments  ago,  Mr.  Chairman,  to  lay  out  the  cri- 
teria that  we  would  use  in  making  those  selections,  but  that  is  in 
the  formulation  stage  now.  We  are  prepared  to  move  forward  on 
the  program.  We  think  it  is  a  good  approach,  as  I  have  indicated. 
It  is  an  approach  that  we  think  we  can  conduct  under  our  present 
authority  with  the  possible  exception  of  the  loan  guarantee  portion 
of  it.  We  think  that  the  resources  are  there,  assuming  that  the 
House  and  Senate  work  out  some  appropriate  appropriations  num- 
bers in  conference. 

When  a  competitive  community — if  the  program  is,  in  fact,  fund- 
ed, we  will  publish  the  criteria  in  the  Federal  Register.  And  so  that 
will  be  available  to  all  potential  applicants. 

Mr.  Wise.  Is  there  any — do  you  have  an  estimate  of  when  that 
will  be? 

Secretary  Brown.  It  will  be  as  soon  as  we  get  the  1995  appro- 
priations. It  would  be  in  fiscal  year  1995  program. 

Mr.  Wise.  I  want  to  thank  you  very  much  for  bringing  it  to  the 
committee  and  for  explaining  it. 

I  would  ask  unanimous  consent  at  this  time  to  insert  Ms. 
Brown's  and  Ms.  Collins'  statements  in  the  record  and  the  same 
consent  to  leave  the  record  open  for  statements  or  other  questions 
that  the  Members  might  wish  to  insert. 

[Ms.  Brown's  and  Ms.  Collins'  prepared  statements  follow:] 

Statement  of  Representative  Corrine  Brown 

Thank  you,  Mr.  Chairman  for  holding  today's  hearing  on  "Creating  a  New  Vision 
for  the  Economic  Development  Administration:  Competitive  Communities."  As  a 
member  concerned  with  bringing  economic  development  to  the  39  cities  in  the  3rd 
Congressional  District  of  Florida,  I  am  very  interested  in  innovative  ways  to  assist 
distressed  local  communities.  I  am  eager  to  hear  Secretary  Brown  outline  the  Clin- 
ton Administration's  vision  for  EDA  and  unveil  EDA's  new  "Competitive  Commu- 
nities" program. 

Question.  Mr.  Secretary,  last  year,  I  was  able  to  work  with  the  City  of  Jackson- 
ville to  secure  a  HUD  Section  108  loan  guarantee  for  the  city  to  use  as  an  incentive 
to  allow  Vistakon  which  is  a  subsidiary  of  Johnson  and  Johnson  to  expand  in  Jack- 
sonville and  to  stop  this  American  company  from  moving  these  jobs  overseas. 

What  is  the  difference  between  HUD's  loan  guarantee  program  and  this  new  EDA 
program? 
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Statement  of  Congresswoman  Barbara-Rose  Collins 

I  thank  Chairman  Wise  for  inviting  my  participation  as  Secretary  Brown  unveils 
the  Economic  Development  Agency's  new  Competitive  Communities"  program  be- 
fore the  Economic  Development  Subcommittee. 

Economic  development  is  especially  vital  to  communities  such  as  the  one  I  rep- 
resent in  Detroit  and  many  others  in  the  nation.  Under  the  stewardship  of  Presi- 
dent Clinton  and  this  Congress,  our  nation  is  well  on  its  way  to  a  recovery  from 
the  Reagan-Bush  recession  that  nearly  destroyed  American  competitiveness.  Today, 
unemployment  is  declining,  confidence  is  rising,  and  our  Gross  Domestic  Product 
(GDP)  is  expanding. 

However,  in  some  cities  and  rural  areas  all  over  America,  unemployment  and  pov- 
erty remain  pervasive.  For  example,  in  Calhoun  County,  West  Virginia,  unemploy- 
ment in  March  was  16.3%;  in  my  home  of  Detroit,  Michigan,  it  stood  at  11.6%;  and 
in  Merced  County,  California,  it  was  17.3%. 

The  Economic  Policy  Institute  (EPD  has  recently  pointed  out  that  budget-bal- 
ancing efforts  have  become  dangerously  skewed  in  favor  of  cutting  the  spending  side 
of  the  ledger  over  investment  in  the  asset  side.  Meanwhile  economic  development 
needs  continue  to  grow.  The  cost  of  needed  water  pollution  control  alone  is  esti- 
mated to  be  $137  billion,  and  that's  if  we  act  today!  EPI  warns  that  this  trend  will 
unfairly  leave  an  infrastructure  debt  for  our  children  that  will  include  a  crumbling 

Ehysical,  human,  and  technological  infrastructure  that  is  at  least  as  serious  as  the 
udget  deficit. 

I  have  introduced  legislation  that  addresses  both  of  these  concerns.  H.R.  4183 
would  authorize  grants  for  state  and  local  governments  for  construction  or  improve- 
ment of  local  public  works  and  for  completion  of  federally  authorized  local  public 
works  projects.  Supplemental  grants  would  also  be  authorized  for  increasing  the  fed- 
eral share  of  a  public  works  project  authorized  by  state  or  local  laws.  All  grants 
would  be  made  based  on  economic  need. 

Even  though  many  national  economic  indicators  show  that  the  economy  is  recov- 
ering, we  cannot  neglect  those  communities  that  the  recovery  has  not  yet  reached. 
Every  American  deserves  a  good-paying  job,  and  our  children  deserve  an  infrastruc- 
ture as  sound  as  that  which  we  inherited. 

Many  members  of  this  panel  will  recognize  this  legislation;  it  is  similar  to  legisla- 
tion introduced  by  the  former  Chairman  of  the  Public  Works  Committee,  Robert 
Roe,  during  the  102nd  Congress.  The  need  for  this  legislation  is  no  less  great  today 
than  it  was  when  the  esteemed  Chairman  introduced  it  in  February  of  1992. 

Any  discussion  of  community  development  should  address  the  needs  of  our  most 
distressed  communities.  I  hope  this  hearing  is  no  exception. 

Thank  you,  Mr.  Chairman. 

Mr.  Wise.  Mr.  Secretary,  I  would  like  to,  as  I  say,  thank  you,  but 
also  to  make  the  suggestion,  if  I  might,  that  in  the  first  two  or 
three  grants  that  are  made,  if  it  would  be  possible  to  in  effect  use 
those  as  a  case  study,  both  for  your  agency,  but  also  of  course  for 
this  subcommittee,  we  would  be  very  interested  in  following  that 
progress.  Because  on  that  then,  I  think  that  other  decisions  can  be 
made. 

And  so  we  would  like  to  work  with  you  on  that.  And  perhaps  if 
it  might  be  possible  periodically  to  get  a  report  or  briefing  on  how 
those  are  doing,  and  so  that  then  we  can  work  with  you  to  see  if 
indeed  you  do  need  additional  legislative  authorization,  we  can  pro- 
vide that. 

Secretary  Brown.  We  would  be  glad  to  do  that,  Mr.  Chairman. 

We  think  that  is  a  good  suggestion.  With  your  help,  we  want  to 
build  strong  congressional  support  for  this  program.  We  think  it  is 
a  creative  and  dynamic  new  approach.  We  think  it  builds  on  les- 
sons of  the  past.  We  think  it  gives  considerable  credit  to  the  good 
work  that  EDA  has  done  in  its  traditional  efforts.  It  does  not  in 
any  way  undercut  or  diminish  those  efforts,  but  rather  builds  on 
their  record  of  success.  And  we  think  that  your  suggestion  about 
picking  out  the  first  couple  as  evaluative  tools,  as  models,  so  to 
speak,  is  good  to  share  that  information  with  you  and  report  to 
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your  subcommittee  on  a  regular  basis  on  how  we  are  doing  makes 
all  the  sense  in  the  world. 

Mr.  Wise.  Thank  you  very  much  and  I  thank  you  Mr.  Ginsberg 
and  Mr.  Hawkins  and  all  the  staff  at  Commerce  and  EDA  for  your 
assistance  in  this  hearing. 

At  this  point,  this  hearing  will  be  adjourned. 

Secretary  Brown.  Thank  you,  Mr.  Chairman. 

[Whereupon,  at  11:50  a.m.,  the  subcommittee  was  adjourned.] 
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MEMORANDUM 

TO:  Members,  Subcommittee  on  Economic  Development 

FROM:  Economic  Development  Subcommittee  Staff 

SUBJECT:     SUMMARY  OF  SUBJECT  MATTER  for  September  20,  1994  hearing  on 
"Creating  Competitive  Communities:   Models  Across  America" 

On  Tuesday,  September  20,  1994,  at  10:30  a.m.,  the  Economic  Development 
Subcommittee  will  hold  a  hearing  on  the  Economic  Development  Administration's 
(EDA)  proposed  Competitive  Communities  Program.   Issues  to  be  addressed  at  the 
hearing  include  what  a  Competitive  Community  is,  how  it  might  differ  in  urban  and  rural 
contexts,  and  how  public  and  private  partnerships  have  worked  to  leverage  financing  of 
high-growth  businesses  in  different  areas  of  the  country.  This  summary  of  subject  matter 
provides  background  information  on  the  proposed  Competitive  Communities  Program 
and  on  the  innovative  economic  development  efforts  of  the  witnesses  testifying  at  the 
hearing. 

(43) 
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EDA^  COMPETITIVE  COMMUNITIES  PROGRAM 

On  July  12,  1994,  Department  of  Commerce  Secretary  Ronald  H.  Brown  testified 
before  the  Committee  regarding  the  Clinton  Administration's  vision  for  EDA.   At  that 
time,  he  unveiled  the  Competitive  Communities  Program. 
Program  Objective 

Traditionally,  EDA  has  primarily  helped  communities  develop  the  necessary  public 
infrastructure  to  enable  them  to  foster  private  sector  investment.   In  many  communities, 
public  infrastructure  remains  a  critical  enabler  to  economic  development.   However,  in 
many  distressed  communities  the  primary  economic  development  challenge  is  not  a  lack 
of  public  infrastructure  but  rather  that  of  supporting  high-growth,  globally  competitive 
private  sector  activities  as  a  generator  of  quality  jobs.   Therefore,  building  upon  its 
existing  network  of  programs,  EDA  proposes  to  institute  a  Competitive  Communities 
Program  to  help  distressed  communities  develop  the  necessary  economic  base  to 
compete  in  the  global  marketplace. 
Program:   Business  Transactions 

Under  a  Competitive  Communities  Program,  EDA  would  make  grants  to 
community-based  intermediaries.   These  intermediaries  would  invest  in  business 
transactions  which  advance  the  competitive  posture  of  the  economic  base  of  distressed 
communities  by  supporting  high-growth  companies.   Transactions  would  be  structured  so 
that  EDA  funds  are  a  determining  factor  in  a  business  decision  to  proceed  with  an 
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investment  and  promote  the  presence  of  high-growth,  competitive  businesses  in  distressed 

areas. 

Eligible  Intermediaries 

At  the  July  12,  1994  hearing,  Secretary  Brown  stated  that  only  nonprofit 
organizations  would  be  eligible  for  the  Competitive  Communities  Program.   Since  the 
hearing,  EDA  has  stated  that  other  groups,  including  economic  development  districts, 
would  also  be  eligible  for  the  program. 
Project  Selection:   National  Competition 

The  Competitive  Communities  grant  recipients  would  be  selected  by  the  Secretary 
based  on  a  merit-based  comparative  evaluation  of  proposed  projects.   A  panel  of  experts 
would  score  proposed  projects  based  on  subjective  and  objective  criteria.   These  scores 
would  be  used  to  rank  projects  in  order  of  priority  for  funding.   The  project  scoring 
system  would  be  weighted  to  promote  a  geographic  balancing  among  regions  and  a 
balancing  between  urban  and  rural  areas. 
Program  Funding 

At  the  July  hearing,  Secretary  Brown  stated  that  he  would  request  that  one-half  of 
the  House-passed  appropriation  for  EDA's  Title  IX  funds,  or  approximately  $58  million, 
be  used  to  institute  the  Competitive  Communities  program.   In  the  conference  report  to 
H.R.  4603,  the  Commerce,  Justice,  State  and  Judiciary  appropriations  bill,  the 
Appropriations  Committees  asked  EDA  to  submit  a  request  for  reprogramming  of  funds 
if  it  wanted  to  fund  a  Competitive  Communities  program.   (Report  103-708,  p.  68). 
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To  provide  additional  information  on  the  hearing,  the  following  items  are 
attached: 

o         Hearing  agenda; 

o         Summary  of  hearing  witnesses'  innovative  economic  development  efforts;  and 
o  Biographies  of  hearing  witnesses. 
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HEARING  BEFORE 

THE  SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

THE  COMMITTEE  ON  PUBLIC  WORKS  AND  TRANSPORTATION 

U.S.  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  20,  1994 

10:30  a.m. 

2167  Rayburn  House  Office  Building 

AGENDA 

To  conduct  a  hearing  on 
"Creating  Competitive  Communities:   Models  Across  America" 


WITNESSES 

Panel  I 

The  Honorable  William  Ginsberg 
Assistant  Secretary  for  Economic  Development 
U.S.  Department  of  Commerce 
Washington,  D.C. 


Panel  H 

Mr.  Richard  Ross 

Executive  Director 

West  Virginia  Jobs  Investment  Trust 

Charleston,  West  Virginia 


Mr.  Donald  Rychnowski 

Executive  Director 

Southern  Tier  West  Development 

Salamanca,  New  York 


Mr.  Christopher  Womack 

Vice  President,  Public  Relations 

Alabama  Power  Company 

Birmingham,  Alabama 
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Panel  HI 


Mr.  Robert  Fina 

Vice  President 

Philadelphia  Industrial  Development  Corporation 

Philadelphia,  Pennsylvania 


Mr.  Thomas  Hirschfeld 

Executive  Director 

New  York  City  Economic  Policy  and  Marketing  Group 

New  York,  New  York 


Mr.  William  Stafford 
Executive  Director 
Trade  Development  Alliance  of  Greater  Seattle 
Seattle,  Washington 


Panel  IV 

Mr.  Erik  Pages 
Policy  Manager 
Business  Executives  for  National  Security 
Washington,  D.C. 


Mr.  Brad  Spahr  Mr.  Don  Nakomoto 

President  Research  Director 

HR  Textron  Inc.  International  Association  of 

Valencia,  Californnia  Machinists 

Valencia,  California 

Speaking  on  behalf  of: 

Regional  Advanced  Manufacturing  Program  (RAMP) 
Valencia  and  Paloma,  California 
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SUMMARY  OF  HEARING  WITNESSES' 
INNOVATIVE  ECONOMIC  DEVELOPMENT  EFFORTS 


Panel  I 


The  Honorable  William  Ginsberg 

Assistant  Secretary  for  Economic  Development 

U.S.  Department  of  Commerce 

Assistant  Secretary  Ginsberg  will  outline  the  Economic  Development 
Administration's  proposed  Competitive  Communities  Program  and  how  it 
might  differ  in  urban  and  rural  contexts. 
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Panel  II 


Mr.  Richard  Ross 

Executive  Director 

West  Virginia  Jobs  Investment  Trust 

Charleston,  West  Virginia 

In  1992,  the  West  Virginia  State  Legislature  created  the  Jobs  Investment 
Trust  Board  (JIT)  to  foster  economic  development  in  West  Virginia  and 
help  the  state's  businesses  create  and  retain  jobs.   The  state  provided  $10 
million  to  establish  the  JIT  fund.  The  JIT  makes  loans,  insures  loans,  and 
finances  equity  investments  in  West  Virginia  businesses. 

Mr.  Donald  Rychnowski 
Executive  Director 
Southern  Tier  West  Development 
Salamanca,  New  York 

Southern  Tier  West  Development  is  an  Economic  Development  District 
which  successfully  promotes  the  development  and  expansion  of  high-growth 
businesses  in  rural,  southwestern  New  York.    Southern  Tier's  fural 
manufacturing  and  high  technology  business  development  projects  also 
illustrate  how  its  public  and  private  partnerships  have  worked  to  leverage 
financing  of  high-growth  businesses. 

Mr.  Christopher  Womack 
Vice  President,  Public  Relations 
Alabama  Power  Company 
Birmingham,  Alabama 

In  1991,  several  of  Alabama's  leading  businesses,  including  the  Alabama 
Power  Company,  created  the  Economic  Development  Partnership  of 
Alabama.   The  Partnership  is  a  private,  nonprofit  organization  consisting  of 
members  of  the  state's  business  community,  government,  the  Alabama 
Development  Office,  and  local  economic  development  organizations.   The 
Partnership  hopes  to  help  create  high-growth  business  clusters  in  Alabama 
by  marketing  the  opportunities  for  businesses  in  the  state. 
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Panel  III 


Mr.  Robert  Fina 

Vice  President 

Philadelphia  Industrial  Development  Corporation 

Philadelphia,  Pennsylvania 

The  Philadelphia  Industrial  Development  Corporation  (PIDC)  is  the  city's 
official  economic  development  agency.  The  PIDC,  a  nonprofit  corporation, 
was  created  in  1957  through  the  joint  efforts  of  the  City  of  Philadelphia  and 
the  Greater  Philadelphia  Chamber  of  Commerce.   It  promotes  industrial  and 
economic  development  in  Philadelphia  by  helping  area  companies  finance 
their  business  development.   The  PIDC  offers  more  than  a  dozen  business 
financing  programs  including  below-market  interest  rate  financing  and  access 
to  start-up  capital  for  area  businesses. 

Mr.  Thomas  Hirschfeld 

Executive  Director 

Economic  Policy  and  Marketing  Group 

New  York,  New  York 

Created  in  1991,  the  Economic  Policy  and  Marketing  Group  (EPM) 
provides  coordinated  strategic  planning,  policy  formulation,  and  tourism 
strategy  for  New  York  City's  economic  development  agencies.   EPM  is  the 
city's  "think  tank"  on  economic  issues  and  is  responsible  for  economic 
development  research,  policy  and  program  development,  and  for  marketing 
the  city  as  a  tourist  destination.   EDM's  Executive  Director  reports  directly 
to  the  Deputy  Mayor  for  Finance  and  Economic  Development. 

Mr.  William  Stafford 

Executive  Director 

Trade  Development  Alliance  of  Greater  Seattle 

Seattle,  Washington 

The  Trade  Development  Alliance,  established  in  1991,  is  a  collaborative 
partnership  of  the  City  of  Seattle,  King  County  Government,  organized 
labor,  the  Greater  Seattle  Chamber  of  Commerce,  and  the  Port  of  Seattle. 
The  Alliance  promotes  the  trade  interests  of  this  region  in  domestic  and 
international  markets. 
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Panel  IV 


Mr.  Erik  Pages 

Policy  Manager 

Business  Executives  for  National  Security 

Washington,  D.C. 

Business  Executives  for  National  Security  (BENS)  is  a  national  nonprofit, 
nonpartisan  organization  of  business  executives,  entrepreneurs,  and 
professionals.   BENS  has  conducted  an  extensive  number  of  military  base 
reuse  case  studies  and  Mr.  Pages  will  address  the  Competitive  Communities 
initiative's  potential  impact  on  communities  affected  by  defense  spending 
cutbacks. 

Mr.  Brad  Spahr  Mr.  Don  Nakomoto 

President  Research  Director 

HR  Textron  International  Association  of 

Valencia  and  Paloma,  California  Machinists 

Valencia,  California 

HR  Textron,  a  medium-sized,  second-tier  aerospace  manufacturer,  and  the 
International  Association  of  Machinists  are  members  of  the  Regional 
Advanced  Manufacturing  Program  (RAMP).    RAMP  is  an  industry-labor- 
academia  joint  venture  which  helps  Los  Angeles  area  defense  suppliers 
develop  new  markets  and  products  for  their  businesses.   A  successful  RAMP 
program  will  help  Southern  California  strengthen  its  economy  by 
reengineering  the  area's  supplier  chain  and  merging  its  defense  and 
industrial  bases. 
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William  W.  Ginsberg 
Biograpby 


Effective  February  11,  199«.  WUbam.  W  Ginsberg  was  appointed  as  Annum  Secretary 
foi  Economic  Development. 

WUHmi  W.  GtAJbCET  wu  President  aad  Ourf  Eaeeutnse  Officer  ctf  Sdenee  Park 
Development  Corporation  (SPDC).  SPDC  u  A  private,  ao-rot-profit  oapsataikai  watch  a 
developing  a  bigk^ectmology  research  and  bminwi  part  oa  ft  rornsttly  tbaoooned,  taner-erry 
industrial  tit*  by  aaateting  and  developing  ll|i  err  anrdou  besuMaaes  through  the  davcJopmeni 
of  the  tertnologacaJ  reaoeroe*  of  Yale  University.  SPDC  oparlbts  one  of  the  targcal  aoti  ban 
known  'uxubaion'  for  devdopmem-om  csetooiogy  busiaees  is  6a  United  Sam.  as  well  as 
operating  one  or  tha  pmtntar  urban  rcaaaieh  parks  in  the  country.  During  Mr.  Oiint—gt 
tenure,  SPDC  achieved  financial  aelf-atfflrlanpy  for  tan  Bnt  tine,  attractnd  to  excess  of  S40 
mfiiioc  ip  w  tavvaunat,  'lueuhajad*  mm  of  ike  (*a3hst  Mdmiagy^ued  ooapwm  in 
Cmaacticat,  asatssad  m  the  development  of  (he  flat  Ynte  Uoi«araiy4aia  of  rnanaatinid 
advanced  tae&noioty  cemnr,  tha  WO  ailiion  Caw  (or  Tbaomiaal  tad  AppMad  Mntwrkmca, 
and  brought  to  Sosanee  Park  the  Urge*  oew  aaajdhcOMtag  Ibofflty  built  ir  an  l«ar-ckyloa«toB 
bt  Conecoacut  saocc  World  War  D.  Under  Mr  G*ntbarg*B  leadertf&p,  SPDC  alio  became  a 
cauonal  leader  in  oomiraaity-eaaad  urban  aoonondj  awretapneat,  working  with  ■  coMOfdUi 
of  loud  tanar-dry  non-profit  devriopmaoi  Wqjcaian  tagetter  witb  Yak  Uarvcnrty  and  km 
buawess  wtedtubooa. 

Pnor  in  bacominft  President  of  SPDC,  lb.  Giaibart  was  Dcrctopaaru  AdiranistrijoT  of 
the  city  of  New  Haven,  the  eouivalam  of  a  Papery  Mayor  pnahion  in  which  ha  had  roapaoabiLty 
for  and  juriedleo'on  over  all  development  actrvitm  of  elf}  fovaraoett.  In  ids  capacity,  Mr. 
Ginsberg  was  the  City's  iewi  reprcscmadve  In  nagooahng  major  transaedoai  and  in  ninng 
BOvarnDent  fundi  to  una  private  development,  acted  as  the  lead  advocate  for  acveicipmont 
ioteresu  within  tha  City's  polroeal  process  and  as  die pgoUe ipaaearnas  for  the  City  i  economic 
developinant  Interests  aad  policies,  adminlsssod  major  Pedend  aod  SitK  development  programs 
and  oversaw  City  icg  utaory  and  line  service  aaenciee. 

Mr.  Oiiuberi  begin  his  professor*]  cvecr  at  a  pnesslaiag  attorney  at  the  firm  o( 
Web  iter  and  Shafnald  in  New  York.  Kit  practice  wa»  primarily  in  public  finance  and  m 
cornp.a  public/pnvtx  real  aatate  and  financing  transacttora.  He  raprcsertsed  numerous 
oocfor-profll  private  insfitubons,  regulated  private  emote,  government  etrdUea.  pubttc 
authorities,  q joi-pubbc  ecrporauons.  and  major  private  financial  tnsbojoons  uadarwriting  lb 
debt  of  public  and  quasi  public  endues. 

Mr.  Cinsbe;i'i  other  aosviOCS  meJuda  servim  as  a  Director  of  die  Asaooato*  of 
Univentry  Related  Reaae**  Parks  (AURatP)  anee  1989  and  a  President  of  AURJLP  durtng 
1992-93.  AUXlf*  U  an  intnrnanaaal  eeganisntsoa  wrta  over  SOO  members  worldwide 
rcpnaenwig  resMrcn  ptrlo.  incubaion  end  odw  Vftivanny-relatei  eenaomie  oVeelopmeui  and 
tacrtnoioiy  development  efrbru.  Mr.  OiaasenJ  kftl  etas  served  as  a  member  of  oat  Coventor's 
Technology  Adviaory  Board  is  Connecticut,  toe  Coanectieut  Btu*  Ribbon  HowsJat  Coaouasion . 
bodi  as  gubernatorial  appowtnes,  aad  has  aarvad  on  auaeraus  eeher  ptviWiipaal,  dvle  and 
commumry  boards  and  cororaiaett. 

Mr.  Cinaberg  was  edusauKt  at  Trias?  CaUeae  in  Hartford,  CoaaaetiMt.  fton  which  he 
reccivad  a  B,A.  in  History  with  honors  in  IP?*  Ha  did  graduate  atudy  in  European  Hiatory  in 
CtlilH  College,  Cambridge  UfiivgniP/.  Cubridge,  England  and  received  his  law  degree  from 
•  he  Coluoba  Ufuversity  Schoo!  rrf  Law  in  1980.  Mr.  QuabCTg  is  adrnfttad  as  the  practice  of 
law  in  »ew  York  State    Mi  Gtnaberg  u  39  yaan  oM,  and  b  marricU  wut  two  cnildree. 


54 
BIOGRAPHY 


RICHARD  C.  ROSS 

814  Virginia  Street,  E  -  Suit*  202 
Charleston,  Wett  Virginia   25301 


Bom  and  raised  in  Mercer  County,  Wert  Virginia  (BJuefieJd) 


EDUCATION:  Bluefield  High  School;  Bluefield,  West  Virginia 

Bluefield  College;  Bluefield,  Virginia 


WORK  EXPERIENCE:      20  Years  Experience  in  Commercial  Lending 

Vice  President  and  Division  Manager 
ITT  Industrial  Credit 

Partner  &  Vice  President  of  small  investment 

banking  firm 
Atlanta,  Georgia  -  8  Years 


CURRENT  POSITION:       Executive  Director 

(Since  04/01/94)  WV  Jobs  Investment  Trust  Board 

814  Virginia  Street,  E  -  Suite  202 

Charleston,  WV 


84-814      154 


doclfU 
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Southern  Tier  West  Zzzr&zs^z^i 

Regional  Planning 
&  Development  Board 


A11«uk.  Cutanui|iu  and  Uuuaiiqu  Couikmi 

iG5  Brood  Sireei 

Salamanca.  Net  Kiric  U~9-!-rtJ 

(*I6)  94>o30l 

FAX  Clt>)  <M5-«50 


DoinJilX  Ifycbnomki.  Ixtcutiw  Dinctor 

DONALD  R.  RYCHNOWSKI 

BIOGRAPHY 

Born  and  raised  in  the  Buffalo,  New  York  area. 

Attended  New  York  State  College  of  Forestry  at  Syracuse,  New 
York  for  four  years.  Bachelors'  Degree  in  Planning  and 
Administration  from  State  University  of  New  York  (SUNY),  Empire 

State  College. 

worked  for  the  City  of  Buffalo  Urban  Renewal  Agency,  Model 
Cities  Agency  Department  of  Human  Resources  from  1967  to  1978. 

Moved  to  the  Southern  Tier  and  accepted  planning  position  with 
Southern  Tier  West  Regional  Planning  and  Development  Board  in  1979. 

Accepted  a  partnership  position  with  Bayberry  Associates,  a 
real  estate  development  investment  firm  headquartered  in  Rochester. 
The  firm  specialized  in  packaging  housing  and  commercial 
development  projects.  Most  of  the  efforts  were  concentrated  in  the 
Southern  Tier  and  in  the  Rochester  area. 

Accepted  the  position  of  Executive  Director  of  the  Southern 
Tier  West  Regional  Planning  and  Development  Board  in  August  1986. 
Shortly  after  Mr.  Rychnowski's  appointment  there  were  a  number  of 
changes  at  STW,  — changes  in  staff,  operational  changes  and  changes 
in  philosophy.  STW  has  begun  to  focus  more  of  its  activities  on 
economic  development  for  the  three-county  area  of  Allegany, 
Cattaraugus,  and  Chautauqua  Counties.  Two  dormant  revolving  loan 
funds  have  been  totally  committee  resulting  in  investments  in  the 
region  in  excess  of  $10  million,  and  the  creation  of  165  jobs. 

In  Mr.  Rychnowski's  view,  networking  and  teambuildmg  are  the 
key  to  development  in  this  rural  region.  The  Southern  Tier  West 
region  is  seen  to  have  all  the  necessary  elements  to  making  giant 
strides  in  the  development  of  the  region.  Coordination  is  needed 
of  all  the  various  interests  with  similar  goals.  With  that  as  a 
focal  point,  Mr.  Rychnowski  is  very  involved  in  the  following 
organizations:  (1)  Cattaraugus  Preservation  Corporation  Board 
Member;  (2)  Rural  Revitalization  Corporation  Board  Member;  (3)  St. 
Patrick's  Church  Council  Member;  (4)  South  Valley  Town  Planning 
Board  Member;  (S)  New  York  State  Association  of  Regional  Planning 
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and  Development  Organizations,  Secretary;  (6}  Health  Systems  Agency 
of  Western  New  York,  Project  Review  Committee  Member;  (7)  Western 
New  York/Canada  Council,  Board  Member;  (8)  Western  New  York 
Economic  Development  Council,  board  Member;  (9)  Western  Region 
Corporation,  President;  (10)  New  York  State  Governor's  Blue  Ribbon 
Commission  on  Local  Government  consolidation.  Board  Member;  and 
(11)  Development  District  Association  of  Appalachia,  Treasurer. 

6/9  4   cs 
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enusTOpnx  c.  names 

Born  in  Greenville,  Alabama  -  February  26,  1958 

Married  ce  Sabrina  Shannon  of  Chattanooga,  Tennessee 

Has  twe  children:  Daughter  Shannon  Ashley  and  son  Christopher  Michael 

Resides:   2109  Christina  Cove,  Birmingham,  Alabama 

Attended  public  schoola  in  Greenville 

1979  Graduate  of  western  Michigan  university  with  B.S.  degree  in  Public 
Administration 

1985  Graduate  of  The  American  University  in  Washington,  B.C.  with  a  Masters 
of  Public  Administration  Degree 

Previously  employed  with  v.   9.  House  of  Representatives  1979-1981  aa  a 
Legislative  Aide  to  Rep.  Leon  B.  Panacta;  1982-1984  aa  an  Agriculture 
Committee  Assistant;  1994  •  1997  aa  a  Staff  Director  for  Subcommittee  on 

Personnel  and  Police. 

Employed  by  Alabama  Power  Company  January,  1988  aa  a  Governmental  Affaire 
Specialist.   Selected  aa  Assistant  to  the  Vice  President  of  Public  Affairs 
September,  1989.   Progressed  to  Director  of  Community  Relations  April, 
1991.   Promoted  to  Vice  President  of  Public  Relatioaa  March,  1993. 

CHURCH  AFFILIATION 

Baptist  -  Sixth  Avenue  Baptist  Church.  Birmingham,  Alabama 

CIVIC.  CHAHITABLR.  B03ICTSS  AND  COMMDWITY  AFFILIATIONS 

Alabama  Business  Charitable  Trust  Pund  -  Executive  Director 

Alabama  Power  Company  Foundation  •  Board  Member 

Birmingham  Urban  League  •  Board  Member 

Birmingham  Culture  and  Heritage  Foundation  (City  stages;  -  Treasurer 

Birmingham  Children's  Theatre  -  Board  Member 

Birmingham  Area  Private  Industry  Council  -  Board  member 

Birmingham  Committee  on  Olympic  Pootbell  -  Board  member 

Mercedes -Bern  Minority  Advisory  Board  -  Chairman 

Alpha  Phi  Alpha  Educational  Foundation  -  Chairman 

Board  of  Oeacona,  Sixth  Avenue  Baptist  Church  -  Member 

HSBBISS 

Golf,  tennis,  baseball,  care 

HONORS 

Silver  Knight  of  Management  Award.  1994 

Top  40  Under  43  Designation,  Birmingham  Business  Journal,  1993 

Leadership  Birmingham,  19S0 
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ROBERT  A.  PIMA 

Mr.  Fir.a  is  vice  President  of  Development  Management  Corporation  for 
the  Philadelphia  Industrial  Development  Corporation  (PIDC) .   PIDC,  a 
non-profit  corporation  has  as  its  mission  to  create  jobs  and  tax 
ratables  through  economic  development  programs.  His  responsibilities 
include  supervising  PZDC's  activities  in  managing  the  Neighborhood 
Development  Fund,  a  financing  program  designed  to  respond  to  the  need 
for  public  investment  capital  in  community  economic  development 
projects  that  assist  in  stabilizing  and  fostering  economic  growth  in 
distressed  areas  of  Philadelphia.   PIDC  has  allocated  $4.5  million  to 
this  program. 

Mr.  Pina's  responsibility  also  includss  coordinating,  marketing, 
analyzing  proposals  and  negotiating  development  agreements  with 
private,  for-profit  developers  for  the  City's  central  waterfront  for 
commercial  development.  The  central  waterfront  district  is  a  two  and 
a  half  mile  stretch  of  waterfront  abutting  the  Center  City  business 
district  and  National  Historic  Park  district. 

Mr.  Fina's  most  recent  responsibility  is  to  oversee  the  process  for 
PIDC  to  apply  for  $89  million  of  Redevelopment  Assistance  funding  from 
the  commonwealth  of  Pennsylvania  for  twenty-two  projects.   Each 
project  must  have  a  non-profit  (501  C  3)  eub-recipient  for  the  funds 
and  match  every  dollar  of  state  funds  with  non-state  funding. 

Mr.  Fina  had  administered  the  Urban  Development  Action  Grant  program 
for  the  City  of  Philadelphia.   Under  Mr.  Fina'e  direction,  the  City 
received  over  $108  million  in  UDAG  awards  for  39  projects.  These 
awards  have  leveraged  direct  private  real  estate  investments  of 
$1  billion  and  created  six  thousand  permanent  jobs. 

Prior  to  joining  PIDC,  Mr.  Fina  was  Assistant  Director  and  Grants 
Administrator  for  the  City  of  Philadelphia  Commerce  Department. 
Mr.  Fina  coordinated  the  process  of  obtaining  federal  and  state 
funding  for  the  City's  economic  development  programs.  Mr.  Fina's 
responsibilities  included  supervising  the  planning  and  implementation 
of  the  public  funds  and  other  public  resources  in  such  areas  as  the 
American  street  Corridor  and  the  Hunting  Par*  West  Enterprise  Zone. 

Mr.  Fine's  professional  career  began  in  1970  with  the  Redevelopment 
Authority  of  the  city  of  Philadelphia.  He  served  es  Project  Manager 
for  several  Urban  Renewal  areas  including  Franklin  Town  and  University 
City.   His  responsibilities  included  the  coordination  of  planning  and 
implementation  activities  for  ecguisition,  residential  and  commercial 
relocation,  marketing,  disposition  and  dsvelopment. 

Mr.  Fina  holds  a  B.S.  Degree  in  Marketing  from  La  Salle  University  and 
has  a  Certificate  of  Achievement  in  Real  Estats  from  Temple 
University.   Mr.  Fina  is  47  years  old,  lives  in  Philadelphia  and  is 
married  with  two  daughters. 
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Thomas  P.  Hirschfeld 
Biographical  Sketch 


Thomas  P.  Hlrchfeld  is  the  Executive  Director  of  the  Economic  Policy  and  Marketing 
Group,  a  municipal  "think  tank"  providing  economic  research,  policy  and  program  development, 
and  legislative  and  marketing  services  to  support  New  York  City's  economic  development 
efforts.  He  is  also  on  loan  part  time  as  Assistant  to  the  Mayor,  reporting  to  Richard  J. 
Schwartz.  Senior  Advisor  to  Mayor  Rudolph  W.  Giuliani.  In  this  position,  he  has  worked  on 
a  variety  of  initiatives,  including  privatizations  and  the  use  of  community  development  financial 
institutions. 

Prior  to  joining  the  Giuliani  Administration.  Hirschfeld  spent  eight  years  with  Salomon 
Brothers,  most  recently  as  a  Vice  President.  He  specialized  in  providing  investment  banking 
services  to  companies  in  the  media  industry,  for  example  serving  u  advisor  to  the  New  York 
Daily  News  when  the  newspaper  company  was  sold  in  1992.  Hirschfeld  is  also  a  published 
author;  his  book.  How  to  Miter  the  Video  Gamet.  written  while  on  leave  from  college,  sold 
over  a  million  copies. 

Hirschfeld  holds  a  degree  in  politics  and  economics  from  Oxford  University's  Bailiol 
College,  which  he  attended  on  a  Marshall  Scholarship.  He  was  graduated  Magna  cum  laude 
from  Harvard  University  with  a  B. A.  in  classics. 
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Phone  206-389-7301 
Fu  256.624-5689 


Wr.liui  B  SarTord 
Exccutnt  Dlncut 


William  B    Snffrrrd 


Bill  Stafford  is  executive  director  for  the  Trade  Development  Alliance  of  Greater 
Seattle.  Between  1971  and  1990,  he  waa  with  the  City  of  Seattle  m  a  number  of 
petitions,  including  Deputy  Mayor  to  Charlea  Royer  and  Director  of  the  Office  of 
Intergovernmental  Relations,  where  he  waa  responsible  for  the  national,  itato, 
regional,  and  international  relations  of  the  city.  He  ha  been  involved  in  a  number 
of  national  urban  advisory  committees,  chairing  in  1980  the  National  Urban 
Consortium  among  the  big  cities  on  urban  research.  Prior  to  joining  the  City  of 
Seattle,  he  was  with  the  Ford  Motor  Company.  He  it  an  affiliate  professor  at  the 
Graduate  School  of  Public  Administration  of  the  University  of  Washington.  He  is 
a  graduate  of  Colorado  College  and  has  an  MBA  from  Columbia  University,  He 
was  selected  "Outstanding  Public  Employee'  by  (he  Municipal  League  of  Seattle- 
King  county  in  1986. 

Bill  Stafford  has  been  active  in  the  Seattle  community,  serving  on  the  boards  of 
the  Woodland  Park  Zoological  Society,  Seattle  Children's  Museum,  Public 
~  -fender  Association,  Chinese  Garden  Society,  Coe  School  Parent-teacher 

aciation.  among  others.  He  serves  on  the  Governor's  Advisory  Committee  on 

.-national  Trade. 

The  Trade  Development  Alliance  of  Greater  Seattle  Is  comprised  of  the  Port  of 
Seattle,  Metropolitan  King  County  Government,  the  City  of  Seattle,  the  Greater 
Seattle  Chamber  of  Commerce  and  labor  representative*.  The  primary  goal  of  the 
Alliance  is  to  promote  the  Greater  Seattle  area  in  targeted  international  markets  as 
a  premier  North  America  gateway  and  International  business  center.  The  Alliance 
assists  our  community  in  responding  to  rapidly  changing  global  economic 
conditio™  by  promoting  Greater  Seattle's  pom,  exports,  and  investment  and 
tourism  opportunities. 
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Erik  R.  Pages 


Erik  R.  Pages  currently  serves  as  Manager  for  Policy  and  Programs  for 
Business  Executives  for  National  Security  (BENS),  a  national  non-profit,  non- 
partisan organization  of  business  executives,  entrepreneurs,  and  professionals. 
BENS  draws  on  the  practical  experience  and  proven  methods  of  America's  business 
community  to  promote  a  more  efficient,  effective,  and  affordable  national  defense. 

Dr.  Pages  also  serves  as  Director  of  the  BENS  Defense  Transitions  Project. 
The  Project  examines  and  develops  effective  transition  strategies  for  firms,  workers, 
and  communities  affected  by  defense  spending  cutbacks.  The  Project's  staff  also 
regularly  advise  the  Congress  and  Executive  branch  agencies  regarding  conversion, 
defense  industrial  base,  and  economic  development  policies.  The  Project's  work  is 
supported  by  grants  from  the  Joyce  Mertz  Gilmore  Foundation  and  the  Carnegie 
Corporation  of  New  York. 

Prior  to  joining  BENS,  Dr.  Pages  taught  in  the  Government  Department  at 
Georgetown  University.  From  1985  to  1988,  he  served  as  Legislative  Director  for 
Representative  Gus  Yatron  (D-PA),  former  Chairman  of  the  House  Subcommittee 
on  Human  Rights  and  International  Organizations.    He  has  also  served  as  a  foreign 
Affairs;  and  Defense  Analyst  with  the  Congressional  Research  Service  and  as  a 
Research  Associate  at  the  Association  of  the  U.S.  Army. 

Dr.  Pages  was  recently  appointed  to  serve  as  an  advisor  to  the  White  House 
Conference  on  Small  Business.  He  also  provides  guidance  to  numerous  state  and 
local  defense  conversion  and  economic  development  programs  across  the  country. 

Dr.  Pages  received  his  Ph.D.  from  Georgetown  University.  He  is  a  Phi  Beta 
Kappa  graduate  of  Dickinson  College  and  graduated  with  honors  from  the 
University  of  Pittsburgh's  Graduate  School  of  Public  and  International  Affairs.  He 
has  written  and  published  widely  on  defense  conversion,  technology  policy,  and 
national  security  policy. 
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BRADLEY  W.  SPAHR  MBA.  -  Pepperdine  University 

President  B  S  -  US  Nival  Academy 

Graduate  -  Naval  Test  Pilot  School 
Textron  Corporate  Management  Program 

25  Years'  Experience 

Mr.  Spahr  was  appointed  President  of  HR  Textron  in  May  1994.  In  his  prior  assignment,  he  mi 
Vice  President  of  Product  Assurance  and  Support.  In  this  earlier  assignment  he  had  Company 
responsibility  for  inspection  and  quality  assurance  operations,  the  aftermarket  line  of  business,  and 
support  ofHR  Textron  products  in  the  field  and  operational  use.    • 

Mr.  Spahr  joined  HR  Textron  in  1990  and  was  responsible  for  the  Product  Support  businesillne. 
This  responsibility  Includes  overhaul  and  rework,  providing  spare  parts,  training,  and  service 
manuals.  Also,  he  was  responsible  for  inspection,  quality  engineering,  quality  data,  and  systems. 

He  was  employed  previously  at  Lockheed  Aeronautical  Systems  Company  where  be  held 
positions  as  C-17  Program  Manager,  Deputy  Director  of  Manufacturing;  Director  Manufacturing 
Technology;  Director  Proposal  Development;  and  Engineering  Test  Pilot.  Prior  to  Lockheed 
employment,  Mr.  Spahr  served  10  years  in  the  US  Navy  u  Carrier  Pilot,  Teat  Pilot,  Test  Program 
Manager,  and  Catapult  &  Arresting  Gear  Officer. 
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DON  NAKAMOTO 
International  Association  of  Maehiniats,  District  725 


Don  Nakemoto,  research  director  for  1AM  District  725  In  California,  has  been  at  the 
forefront  of  defense  conversion  activities  for  the  Machinists  Union  and  the  U.S.  labor 
movement. 

In  addition  to  helping  to  found  the  Regional  Advanced  Manufacturing  Project,  or  RAMP, 
he  also  played  a  vital  role  In  founding  the  CALSTART  electron  vehicle  consortium  In 
Southern  California. 

In  1992,  he  co-authored  a  successful  grant  application  to  Department  of  Labor  for  a 
defense  conversion  demonstration  project.  The  IAM  project  has  proven  to  be  one  of  the 
DoL's  stellar  performers. 

He  was  a  committee  member  of  the  Manufacturing  Subcommittee  of  the  Competitiveness 
Policy  Council  to  develop  a  report  to  U.S.  Congress  on  defense  conversion.  He  hes 
testified  before  a  blue  ribbon  panel  of  Department  of  Defense  for  a  report  on  conversion 
to  the  U.S.  Senate.  Most  recently  he  testified  before  a  Joint  Congressional  Economic  field 
bearing  on  defense  conversion. 


CREATING  A  NEW  VISION  FOR  THE  ECO- 
NOMIC DEVELOPMENT  ADMINISTRATION: 
COMPETITIVE  COMMUNITIES 


TUESDAY,  SEPTEMBER  20,  1994 

House  of  Representatives, 
Subcommittee  on  Economic  Development, 
Committee  on  Public  Works  and  Transportation, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  10:40  a.m.,  in  Room 
2167,  Rayburn  House  Office  Building,  Hon.  Robert  E.  Wise,  Jr. 
(chairman  of  the  subcommittee)  presiding. 

Mr.  Wise.  Good  morning.  This  hearing  of  the  Subcommittee  on 
Economic  Development,  concerning  Creating  Competitive  Commu- 
nities: Models  Across  America,  will  come  to  order. 

Today,  the  committee  will  hold  a  hearing  on  the  Economic  Devel- 
opment Administration's  proposed  Competitive  Communities  Pro- 
gram. The  Economic  Development  Administration,  or  EDA,  has 
embarked  on  a  new  era — or  somewhat  new,  at  least.  After  12  long 
years,  Congress  has  its  first  realistic  opportunity  to  reauthorize 
and  revitalize  EDA's  program. 

Four  months  ago,  Members  of  the  House  from  both  sides  of  the 
aisle  overwhelmingly  passed  H.R.  2442,  the  Economic  Development 
Reauthorization  Act  of  1994.  We  expect  and  hope  that  the  Senate 
will  act  on  similar  legislation  within  the  next  week  so  that  we  can 
institute  these  reforms  before  Congress  concludes  this  year's  ses- 
sion. 

In  addition  to  revitalizing  its  existing  programs,  EDA  is  working 
to  determine  how  it  can  better  help  communities  meet  the  economic 
development  challenges  of  the  1990s.  The  result  of  these  efforts  is 
the  competitive  communities  initiative  which  Secretary  of  Com- 
merce Ron  Brown  presented  to  this  subcommittee  and  to  the  full 
committee  last  July. 

The  Subcommittee  on  Economic  Development  has  invited  Assist- 
ant Secretary  for  Economic  Development,  William  Ginsberg,  to  ap- 
pear here  today  to  further  detail  EDA's  proposed  Competitive  Com- 
munities Program.  In  addition,  the  subcommittee  has  invited  eco- 
nomic development  practitioners  from  around  the  country  to  testify 
about  their  ongoing  innovative  efforts  to  make  their  communities 
competitive  in  today's  global  marketplace. 

I  had  wanted  to  hold  this  hearing  because  I  thought  it  would  be 
good  to  have  those  who  have  actually  been  running  these  types  of 
programs  who  had  experience  or  who  know  what  their  needs  are 
in  their  communities  to  come  and  testify  and  offer  this  subcommit- 
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tee  the  benefits  of  their  experience  and  their  thoughts.  And  so  we 
look  forward  to  hearing  this  testimony  today. 

Having  said  that,  my  opening  statement  is  now  mercifully  short 
because  I  am  looking  forward  to  hearing  from  those  who  have 
come — and  many  of  you  have  come  long  distances,  and  we  are 
grateful  for  that. 

I  now  turn  to  Mr.  Collins,  serving  as  Ranking  Member  for  Ms. 
Molinari  today,  for  any  opening  remarks  he  may  wish  to  make. 

Mr.  Collins.  Thank  you,  Chairman  Wise.  I  congratulate  you  on 
holding  this  hearing  this  morning.  I  look  forward  to  the  testimony 
of  those  who  have  traveled  from  throughout  parts  of  the  country 
to  come  here  and  communicate  with  this  committee  on  their  ideas 
and  their  willingness  to  participate  and  express  to  us  views  from 
their  areas. 

I  would  particularly  like  to  thank  Secretary  Ginsberg  for  his  par- 
ticipation here.  He  has  been  here  before,  but  I  believe  this  is  the 
first  time  he  has  officially  been  here  as  a  witness.  We  look  forward 
to  his  testimony,  and  with  that,  I  will  enter,  with  your  permission, 
sir,  a  statement  into  the  record. 

Mr.  Wise.  Without  objection. 

Mr.  Collins.  And  we  look  forward  to  the  testimony,  and  let's 
move  forward. 

[Mr.  Collins'  statement  follows:] 

Statement  of  the  Hon.  Mac  Collins 

We  welcome  Secretary  Ginsberg  as  a  witness  before  the  Committee  today.  While 
Mr.  Ginsberg  did  appear  with  Commerce  Secretary  Brown  in  July  when  he  unveiled 
the  Competitive  Communities  Proposal,  this  is  the  first  time  that  Secretary 
Ginsberg  has  formally  come  as  a  witness  before  the  Public  Works  Committee.  We 
welcome  you. 

I  also  want  to  recognize  the  many  witnesses  from  around  the  country  who  are 
here  today  to  advise  the  Committee  on  how  economic  development  actually  happens 
on  the  local  level. 

The  testimony  you  will  give  based  on  your  hand-on  experience  is  precisely  the  sort 
of  information  that  often  is  sorely  lacking  in  Washington.  We  thank  you  for  your 
effort  in  coming  here  today  and  look  forward  to  hearing  your  thoughts. 

Speaking  for  the  Republicans  on  this  Committee,  this  hearing  is  a  good  sign  of 
the  willingness  of  the  Administration  to  work  with  the  Hill  in  evaluating  and  de- 
signing the  Competitive  Communities  Proposal.  Given  the  controversy  over  EDA 
funding,  it  is  critical  that  Congress  and  the  Administration  work  together  to  make 
EDA  as  effective  as  possible. 

Chairman  Wise,  I  congratulate  you  on  holding  this  hearing  today,  and  look  for- 
ward to  the  testimony. 

[Mr.  Costello's  statement  follows:] 

Statement  of  Congressman  Jerry  F.  Costello 

Mr.  Chairman,  I  want  to  thank  you  for  calling  today's  important  hearing.  We  will 
address  various  aspects  of  the  Administration's  proposal  to  have  a  national  grants 
competition  to  establish  "Competitive  Communities".  Instead  of  funding  infrastruc- 
ture projects  as  EDA  typically  does  today,  this  proposal  will  support  the  growth  of 
high-quality  competitive  private  sector  jobs. 

I  welcome  the  witnesses  who  will  testify  about  the  Competitive  Communities  pro- 
gram. I  look  forward  to  hearing  specific  examples  of  how  this  program  can  benefit 
what  you  are  doing  to  encourage  economic  development  in  your  states.  I  am  particu- 
larly interested  in  what  the  program  could  do  for  rural  areas  in  my  Congressional 
District. 

I  expect  a  number  of  questions  to  be  asked  today  on  the  details  of  the  program 
and  hope  that  sufficient  answers  can  be  obtained.  Again,  Mr.  Chairman,  thank  you 
for  your  leadership  on  this  important  issue. 
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Mr.  Wise.  We  are  very  fortunate  to  have  joining  us  today  the 
Chairman  of  the  full  committee,  Mr.  Mineta,  who  has  been  very, 
very  active  in  economic  development,  defense  conversion,  competi- 
tive communities,  you  name  it;  and  Norm  is  one  who  moves  it  for- 
ward. And  so  we  are  delighted  to  have  him  join  us  today,  and  I 
would  turn  to  him  for  any  opening  statements  he  may  wish  to 
make. 

The  Chair.  Thank  you  very  much,  Chairman  Wise,  and  to  Mr. 
Collins  in  the  absence  of  Ms.  Molinari,  our  Ranking  Member  on 
this  subcommittee,  let  me  thank  you  for  holding  this  important  se- 
ries of  hearings  to  discuss  the  EDA's  proposed  Competitive  Com- 
munities Program. 

Some  two  months  ago,  Secretary  of  Commerce  Ron  Brown  testi- 
fied before  the  committee  regarding  the  administration's  vision  for 
the  Economic  Development  Administration.  And  at  that  time,  Sec- 
retary Brown  unveiled  a  Competitive  Communities  Program.  So  I 
am  pleased  to  see  that  we  have  with  us  today  Secretary  Ginsberg, 
who  has  the  responsibility  of  looking  at  this  whole  program  area. 

As  all  of  you  are  aware,  the  Communities — the  Competitive  Com- 
munities Program  will  encourage  local  communities,  private  busi- 
nesses, labor  organizations,  and  the  Federal  Government  to  forge 
partnerships  to  help  distressed  communities  build  the  kind  of  com- 
petitive industrial  base  to  meet  today's  economic  challenges.  With 
EDA's  assistance,  high-growth  businesses  will  become  the  anchors 
of  our  distressed  communities. 

Using  this  additional  tool,  together  with  EDA's  public  works  de- 
fense conversion  and  technical  assistance  programs,  these  commu- 
nities will  be  able  to  encourage  business  start-ups  of  high-growth 
companies,  enable  existing  businesses  and  industries  to  flourish, 
create  jobs,  and  more  importantly,  to  be  able  to  compete  on  a  global 
scale. 

So  I  look  forward  to  the  testimony  of  all  of  our  witnesses  today, 
because  it  will  give  all  of  us,  and  especially  me,  an  opportunity  to 
learn  more  about  the  potential  role  which  EDA's  Competitive  Com- 
munities Program  could  play  in  furthering  the  innovative  economic 
development  efforts  occurring  throughout  the  country. 

When  you  think  about  the  Public  Works  and  Transportation 
Committee  and  our  jurisdiction,  whether  it  be  highways,  bridges, 
airports,  economic  development,  FEMA,  everything  that  we  do, 
every  year  we  are  involved  in  from  probably  $60  to  $70  billion  of 
some  kind  of  construction  work  going  on  in  this  country.  So  be- 
cause of  that,  we  have  a  vital  interest  in  the  economic  develop- 
ment. 

And  so  I  want  to  thank  all  of  you  for  your  role  in  making  sure 
that  we  have  these  kinds  of  good-paying  jobs  to  keep  Americans  on 
the  job  and  at  work  in  order  to  ensure  our  Nation's  economic  devel- 
opment programs  are  working,  and  more  importantly,  that  they  are 
second  to  none. 

So  again,  Mr.  Chairman,  let  me  thank  you  very,  very  much  for 
your  driving  influence  on  this  program. 

Mr.  Wise.  I  thank  the  full  committee  Chair. 

The  Chair  now  recognizes  the  gentleman  from  California — we 
feel  fortunate  to  have  him  join  the  subcommittee  today — who  has 
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constituents  who  will  be  witnesses  later,  presenting  some  exciting 
testimony,  Mr.  McKeon. 

Mr.  McKeon.  Thank  you,  Chairman  Wise.  I  am  not  a  member 
of  this  subcommittee,  but  I  appreciate  being  here  with  you  today, 
because  one  of  our  constituents  is  here  and  will  be  testifying  before 
this  committee.  Mr.  Brad  Spahr,  who  is  president  of  HR  Textron, 
a  very  important  manufacturing  company  in  our  district,  has  been 
doing  a  major  effort  in  working  in  economic  redevelopment. 

Also,  I  wanted  to  mention  that  Mr.  Spahr  is  a  graduate  of  An- 
napolis and  has  headed  up  a  citizens'  committee  in  our  district  for 
the  appointment  of  our  young  people  to  the  military  academies. 
And  I  want  to  commend  him  and  thank  him  for  the  great  job  that 
he  has  done  there,  not  just  as  a  leader  of  industry,  but  also  as  a 
leader  in  the  community;  and  I  am  happy  that  he  is  here  with  us 
today. 

Thank  you,  Mr.  Chairman. 

Mr.  Wise.  I  thank  the  gentleman. 

The  Chair  now  recognizes  the  gentleman  from  Tennessee,  Mr. 
Clement. 

Mr.  Clement.  Thank  you,  Mr.  Chairman,  Chairman  Mineta.  It 
is  good  to  have  all  of  you  here  today. 

I  represent  Nashville,  Tennessee,  and  our  economy  is  pretty 
strong  right  now.  Our  unemployment  is  down  to  2  percent.  So  we 
are  having  to  bus  people  into  Nashville  to  work.  We  have  never 
had  that  kind  of  economic  strength,  so  it  is  a  new  dimension  for 
us. 

But  I  think  all  of  us  know  the  importance  of  creating  jobs — not 
only  jobs,  but  better-paying  jobs.  In  the  past,  I  think  maybe  we 
have  bragged  too  much  about  the  types  of  jobs  that  we  were  creat- 
ing, where  we  were  losing  so  many  of  the  manufacturing,  industrial 
jobs  and  replacing  them  with  minimum  wage  jobs,  and  I  don't  call 
that  kind  of  announcement  progress  for  any  of  us. 

I  am  encouraged  that  the  past  year-and-a-half  we  have  created 
approximately  4  million  new  jobs  in  the  United  States,  and  I  sure 
think  that  is  an  encouraging  sign,  because  a  lot  of  people  in  the 
U.S.  have  some  opportunities  that  have  been  denied  them  in  the 
past.  But  I  think  there  are  a  lot  of  things  the  government  can  do 
to  offer  incentives,  to  offer  assistance  at  the  grassroots  level  in  all 
communities  to  make  our  communities  more  competitive,  because 
they  need  the  tools,  they  need  the  knowledge,  as  well  as  the  en- 
ergy, to  move  forward  in  their  communities. 

That  is  so  true  in  so  many  rural  areas.  We  still  have  that  trend 
where  people  are  moving  to  the  big  cities,  but  I  would  like  to  think 
we  are  going  to  offer  more  incentives  in  the  future  for  the  rural 
communities,  so  people  can  stay  at  home,  where  they  don't  have  to 
move  to  the  big  cities,  where  you  have  to  build  new  infrastructure 
in  order  for  them  to  have  an  opportunity  to  work  and  thrive. 

Secretary  Ginsberg,  it  is  great  to  have  you  here  today,  and  I  sure 
want  to  work  with  you  very  closely  on  a  State  and  regional  basis, 
but  truly  on  a  national  basis  to  help  us  all. 

Mr.  Wise.  I  thank  the  gentleman  and  recognize  the  gentleman 
from  California,  Mr.  Kim,  for  any  opening  statements. 

Mr.  Kim.  Thank  you,  Mr.  Chairman.  You  called  on  Mr.  McKeon, 
and  I  thought  it  was  Mr.  Kim;  I  almost  grabbed  the  microphone. 


69 

Mr.  Wise.  It  is  my  southern  accent. 

Mr.  Kim.  I  want  to  thank  you  again  for  inviting  me  today.  I  don't 
have  any  comments  to  be  made,  except  I  am  very  anxious  to  listen 
to  the  testimony  today  from  the  distinguished  panelists. 

Thank  you  again. 

Mr.  Wise.  I  thank  the  gentleman. 

The  gentleman  from  New  Jersey,  Mr.  Menendez. 

Mr.  Menendez.  Thank  you,  Mr.  Chairman.  I  want  to  welcome 
the  Assistant  Secretary  as  well.  This  is  an  important  topic  to  the 
people  of  my  congressional  district.  If  my  colleague  who  represents 
Nashville  were  closer  to  my  district  in  New  Jersey,  I  would  be 
working  with  him  to  try  to  bus  some  of  my  people  in  to  his  work 
opportunities,  because  we,  notwithstanding  the  number  of  jobs  that 
have  been  created  in  the  Nation,  still  suffer  a  10.5  percent  unem- 
ployment level  district- wide,  and  in  some  communities,  12  to  13 
percent. 

So  I  look  forward,  in  an  older  urban  industrial  base  which  is  the 
bulk  of  the  community  we  represent,  to  listening  to  your  comments 
as  to  how  such  a  program  as  Competitive  Communities  can  help 
us  forge  a  way  to  create  economic  opportunities  for  some  of  the  peo- 
ple who  still  languish  and  haven't  received  the  benefits  of  the  na- 
tional recovery. 

Mr.  Wise.  The  Chair  recognizes  the  gentleman  from  New  York, 
Mr.  Boehlert. 

Mr.  Boehlert.  I  want  to  welcome  the  Secretary  here  and  just 
say,  I  like  your  style  and  look  forward  to  working  with  you. 

Mr.  Wise.  The  Chair  would  note  that  he  likes  Mr.  Boehlert's 
style  too  as  far  as  opening  remarks  go. 

The  Chair  recognizes  the  gentlewoman  from  Texas,  Ms.  Johnson. 

Ms.  Johnson.  Thank  you,  Mr.  Chairman.  I  simply  want  to  say 
that  I  look  forward  to  the  testimony.  I  am  from  Dallas,  Texas,  and 
we  can  use  all  the  jobs  we  can  get  and  are  looking  for  all  the  sup- 
port we  can  find. 

Thank  you. 

Mr.  Wise.  The  Chair  thanks  the  gentlewoman  and  recognizes  the 
gentleman  from  Wisconsin,  Mr.  Barca. 

Mr.  Barca.  Mr.  Chairman,  I  welcome  the  Secretary  as  well.  This 
is  an  area  of  great  interest  to  me,  in  the  State  legislature  for  eight 
years  we  put  a  very  high  emphasis  on  economic  development  issues 
of  this  sort,  so  I  am  very  enthusiastic  about  your  efforts  and  I  look 
forward  to  hearing  your  testimony. 

Mr.  Wise.  The  Chair  thanks  all  Members  and  now  turns  to  the 
first  witness,  Assistant  Secretary  for  Economic  Development,  Wil- 
liam Ginsberg. 

I  would  want  to — as  Mr.  Collins  noted,  I  think  it  is  an  honor  for 
the  subcommittee,  and  this  is  Mr.  Ginsberg's  first  opportunity  to 
appear  formally  before  this  subcommittee  and  the  Public  Works 
Committee.  It  was  seven  months  ago  that  Will  Ginsberg  was  sworn 
in  as  Assistant  Secretary  for  Economic  Development  for  the  United 
States  Department  of  Commerce.  He  brings  a  wide  and  varied  ex- 
perience to  this  position  as  former  President  and  CEO  of  Science 
Park  Development  Corporation,  a  private,  nonprofit  corporation  de- 
veloping a  high-tech  business  incubator  in  New  Haven,  Connecti- 
cut. He  has  been  a  former  Director  and  President  of  the  Association 
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of  University-Related  Research  Parks,  former  Development  Admin- 
istrator of  the  City  of  New  Haven,  and  last  but  not  least,  a  former 

attornev. 

I  had  the  opportunity  to  work  with  Mr.  Ginsberg  and  am  de- 
lighted with  the  energy,  enthusiasm  and  experience  that  he  brings 
to  this  position. 

I  think,  Mr.  Secretary,  you  see  before  you  a  wide  cross-section  of 
our  country  from  the  very  rural  to  the  very  urban,  all  very  excited 
about  the  opportunities  with  EDA.  This  subcommittee,  on  a  biparti- 
san basis,  has  worked  to  make  EDA  strong;  and  this  latest  concept 
that  you  have  come  forward  with,  and  Secretary  Brown,  as  you  can 
see — many  see  quite  an  application,  each  for  their  particular  part 
of  the  world.  So  we  welcome  you,  we  look  forward  to  your  testi- 
mony and  to  further  working  with  you. 

Mr.  Ginsberg. 

TESTIMONY  OF  HON.  WILLIAM  W.  GINSBERG,  ASSISTANT  SEC- 
RETARY FOR  ECONOMIC  DEVELOPMENT,  U.S.  DEPARTMENT 
OF  COMMERCE 

Mr.  Ginsberg.  Thank  you,  Mr.  Chairman.  Chairman  Wise,  Mr. 
Collins,  distinguished  Members  of  the  Economic  Development  Sub- 
committee, I  thank  you  for  your  gracious  invitation  to  speak  to  you 
today  on  the  Economic  Development  Administration  and  on  its 
emerging  Competitive  Communities  Program. 

A  little  more  than  two  months  ago,  Secretary  Brown  presented 
the  Competitive  Communities  concept  to  your  committee  as  the  ad- 
ministration's vision  for  the  future  direction  of  EDA.  He  described 
how  Competitive  Communities  can  establish  a  link  between  the 
economic  policies  which  are  successfully  revitalizing  America's  in- 
dustrial competitiveness  and  local  economic  development  activities 
in  distressed  urban  and  rural  communities. 

Your  leadership  in  holding  this  hearing  today  on  the  theme  of 
Competitive  Communities:  Models  Across  America,  Mr.  Chairman, 
is  an  important  step  in  the  process  of  developing  this  direction,  for 
it  will  illuminate  how  Competitive  Communities  grows  out  of  the 
types  of  economic  challenges  faced  by  rural  and  urban  communities 
across  America  and  how  Competitive  Communities  will  assist  dis- 
tressed rural  and  urban  communities  to  meet  these  challenges. 

First,  I  want  to  express  my  appreciation  and  admiration  for  your 
leadership  in  passing  H.R.  2442,  the  reauthorization  of  EDA.  Reau- 
thorization is  EDA's  number  one  legislative  priority  and  will  rees- 
tablish the  Federal  Government's  role  and  responsibility  in  assist- 
ing the  process  of  local  economic  development.  It  is  through  your 
leadership,  Mr.  Chairman,  and  the  leadership  of  this  committee 
that  reauthorization  will  enable  EDA  to  continue  to  meet  the  needs 
of  communities,  even  as  economic  change  creates  both  enormous 
challenges  and  great  opportunities  all  across  America. 

Increased  global  competition  and  technological  advancements 
characterize  our  age.  Many  large  companies  and  traditional  indus- 
tries are  downsizing,  outsourcing  and  shedding  jobs  to  compete 
globally,  while  at  the  same  time  new  industries  are  emerging  with 
opportunities  unimagined  a  generation  ago.  Over  the  last  genera- 
tion, the  most  technologically  driven,  export-oriented  industrial  sec- 
tors, those  that  are  responding  to  the  time  new  age  and  creating 
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the  best  opportunities  for  future  growth  have  concentrated  in  the 
suburban  rings  around  our  major  areas,  and  are  less  of  a  presence 
in  rural  and  urban  regions.  Many  once  stable  and  prosperous  rural 
and  urban  areas  have  seen  their  traditional  economic  base  eroded 
in  this  new  industrial  age. 

These  rural  and  urban  communities,  which  have  been  and  will 
continue  to  be  EDA's  core  constituency,  need  new  economic  devel- 
opment tools  today.  They  need  the  tools  that  will  enable  them  to 
share  in  the  great  opportunities  being  created  in  the  growth  sectors 
of  our  economy;  they  need  the  tools  to  maintain  and  improve  the 
competitive  prospects  of  their  traditional  industries  and  companies 
that  have  served  their  residents  for  so  long. 

Competitive  communities  can  help  provide  these  tools.  It  will 
work  as  follows: 

One,  encouraged  to  work  and  plan  together  by  the  availability  of 
funds  under  a  national  solicitation,  business  political  and  commu- 
nity ladders  at  the  local  level  will  ask  what  we  call  the  Competitive 
Communities  questions:  What  are  our  local  competitive  strengths? 
What  are  our  future  growth  industries?  What  companies  can  lead 
that  growth?  What  projects  can  assist  those  companies  and  those 
industries?  How  does  this  fit  into  the  broader  community  economic 
development  and  competitiveness  agenda? 

Two,  local  leadership,  acting  through  an  intermediary  private 
not-for-profit  or  quasi-public  organization,  will  submit  an  applica- 
tion to  EDA  for  consideration.  The  application  will  identify  a  spe- 
cific project  or  projects,  explain  how  it  will  advance  the  local  com- 
petitiveness strategy,  and  identify  a  gap  in  the  financing  from  pri- 
vate or  other  public  sources  which  can  be  met  by  the  intermediary 
as  an  "investor"  using  EDA  funds. 

Three,  the  application  will  be  compared  against  other  similar  ap- 
plications for  funding  in  a  national  competition.  Separate  cat- 
egories will  exist  for  urban,  rural  and  defense-impacted  commu- 
nities so  that  similar  communities  are  competing  against  one  an- 
other. 

Four,  EDA  will  provide  funding  for  the  applications  that  are  the 
strongest  and  which  demonstrate  how  the  EDA  investment  will  ex- 
pand good  quality  jobs  in  the  distressed  area  and  how  the  project 
will  add  to  the  overall  competitiveness  of  the  community. 

Five,  in  communities  where  the  challenges  of  competitiveness  are 
being  embraced  by  local  leadership,  but  where  the  local 
intermediary  base  is  nonexistent  or  is  in  its  infancy,  EDA  will, 
through  Competitive  Communities,  provide  capacity  building 
grants  to  help  these  communities  compete  in  future  funding 
rounds. 

EDA  has  established  an  internal  implementation  committee  to 
design  the  Competitive  Communities  Program  in  detail.  This 
group,  chaired  by  and  composed  primarily  of  senior,  experienced 
EDA  career  economic  development  professionals,  will  look  at  spe- 
cific selection  criteria  and  evaluation  processes,  will  examine  the 
ways  in  which  existing  programs  can  be  made  to  work  with  Com- 
petitive Communities,  and  will  resolve  how  to  balance  scarce  re- 
sources to  ensure  that  national  models  are  created  in  rural,  urban 
and  defense-impacted  communities.  This  group  will  reach  out  to  ex- 
ternal constituencies  and  interests  in  its  work. 
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We  believe  that  through  Competitive  Communities,  the  commu- 
nity economic  development  dialogue  will  change  to  focus  on  how  to 
create  a  competitive  economic  base  for  the  future  rather  than  how 
to  sustain  a  declining  economy  from  the  past. 

The  network  of  local  economic  development  institutions  which 
EDA  has  helped  to  create  and  support  over  many  years — revolving 
loan  funds,  economic  development  districts,  university  centers — 
provide  the  local  knowledge  and  the  planning,  technical  assistance 
and  service  delivery  experience  upon  which  EDA  can  and  will  build 
its  Competitive  Communities  Program. 

At  the  same  time,  Competitive  Communities  is  intended  to  intro- 
duce other  players  into  the  local  economic  development  arena.  We 
hope  communities  will  look  broadly  at  potential  sources  of  economic 
activity.  Input  from  industry  will  be  absolutely  required  in  analyz- 
ing industries  and  companies  in  terms  of  future  growth  prospects. 
Some  of  the  best  models  are  those  that  have  utilized  hospitals  or 
universities  as  community  institutions  which  possess  the  employ- 
ment base,  community  commitment,  and  the  technological  strength 
to  become  major  economic  generators.  In  looking  at  how  to  rally 
community  support  for  projects,  we  hope  communities  will  look  to 
community-based  organizations,  which  can  speak  with  authority  as 
to  how  to  structure  projects  to  benefit  not  only  the  local  economy 
as  a  whole,  but  also  particularly  needy  areas  and  populations  with- 
in it. 

By  building  off  the  local  base  of  economic  development  institu- 
tions and  by  expanding  the  local  dialogue,  Competitive  Commu- 
nities will  serve  communities  seeking  to  capitalize  on  high  tech- 
nology to  build  new  industries,  and  will  serve  communities  seeking 
to  maximize  the  ability  of  a  traditional  local  employer  to  prosper 
in  these  changing  economic  times.  In  either  case,  sound  analysis 
and  broad  participation  at  the  local  level  will  help  to  define  com- 
munity priority  projects  which  build  on  local  strengths  to  create  the 
most  competitive  local  economy  possible. 

State  governments  have  been  experimenting  with  various  ap- 
proaches at  stimulating  their  economies  by  strategically  investing 
taxpayer  dollars  in  intermediaries  which  are  part  of  a  pool  of  cap- 
ital used  for  business  finance.  Forty-five  States  have  invested  in 
such  public-private  partnerships  to  help  their  companies  meet  the 
industrial  competitiveness  challenges  of  today.  These  partnerships 
have  a  common  mission:  to  finance  growth  industries  so  as  to  im- 
prove the  standard  of  living  for  the  States'  residents  by  increasing 
industrial  competitiveness  and  creating  quality  jobs. 

Competitive  Communities  will  build  upon,  but  will  be  signifi- 
cantly different  from  these  State  programs;  fundamentally,  EDA 
will  help  complement  these  State  industrial  competitiveness  efforts 
by  targeting  its  resources  to  economically  distressed  areas,  consist- 
ent with  EDA's  traditional  charge  under  the  Public  Works  and  Eco- 
nomic Development  Act. 

Every  day  we  see  the  seeds  of  Competitive  Communities  models 
across  America.  In  addition  to  the  State  models,  we  see  it  in  our 
work  with  defense-impacted  communities  and  in  rural  communities 
and  in  urban  communities.  Competitive  Communities  has  been 
conceived  with  reference  to  EDA's  ongoing  program  activity. 
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In  defense-impacted  communities,  EDA  has  been  involved  with 
76  communities  in  their  attempts  to  address  major  military  base 
closures  and  defense  contractor  cutbacks.  The  first  step  in  each 
community  has  been  a  community  plan.  The  planning  process  has 
brought  the  local  political  and  community  leadership  together  to 
identify  the  future  economic  direction  and  opportunities  in  their 
community.  In  some  communities,  business  leadership  has  been  in- 
volved in  the  process  from  the  beginning.  These  defense-impacted 
communities  are,  as  a  result,  relatively  further  along  in  many  cases 
in  their  efforts  to  define  their  competitive  economic  strengths  and 
to  assist  in  implementing  projects  that  build  a  diversified  economy 
for  the  future. 

Competitive  Communities  can  provide  a  powerful  inducement  for 
other,  nondefense-impacted  communities  to  engage  in  the  same 
processes  now  under  way  in  defense-impacted  areas.  We  recognize 
that  advanced  planning  may  give  defense-impacted  communities  an 
advantage  in  the  Competitive  Communities  process.  It  is  for  this 
reason  that  our  implementation  plan  for  Competitive  Communities 
will  propose  a  separate  competition  for  the  defense-impacted  areas. 

For  rural  communities,  the  challenge  is  to  adapt  the  basics  of 
Competitive  Communities — that  is,  public  and  private  input  into 
local  strategies,  business  projects  as  important  elements  of  a  com- 
munity's economic  development  activities  and  intermediaries  to  im- 
plement the  transactions  to  carry  out  the  strategies — into  a  rural 
setting. 

The  many  Economic  Development  Districts  will  play  an  active 
role  in  this.  We  see  them  both  as  planning  entities  and  as  eligible 
intermediary  applicants,  and  we  will  look  to  the  EDD  to  incor- 
porate adequate  private  sector  input  to  assist  their  focus  on  build- 
ing the  most  competitive  local  industrial  base. 

In  rural  areas,  support  from  EDA  for  building  the  local  capacity 
to  participate  fully  in  Competitive  Communities  will  be  an  impor- 
tant element  of  the  program.  This  support  may  be  funding  to  create 
new  intermediary  institutions  where  needed,  or  funding  to  enable 
existing  institutions  to  create  the  kinds  of  viable  local  competitive- 
ness strategies  that  will  lead  to  quality  Competitive  Communities 
applications.  Details  of  the  capacity  building  element  of  Competi- 
tive Communities  will  be  worked  out  by  the  Implementation  Com- 
mittee as  well. 

In  urban  areas,  the  challenge  is  also  for  the  business,  political 
and  community  leadership  to  come  together  under  a  comprehensive 
agenda  to  rebuild  the  private  sector  economic  base.  Viable  strate- 
gies to  do  so  will,  of  course,  need  to  be  tailored  to  the  unique  eco- 
nomic strengths  as  well  as  the  social  and  economic  challenges  of 
distressed  urban  areas.  Grants  for  capacity-building  will  also  be 
needed  and  available  in  urban  communities. 

We  have  seen  the  seeds  of  Competitive  Communities  sown  with 
the  comprehensive  planning  undertaken  in  many  communities 
through  the  Empowerment  Zone/Enterprise  Community  application 
process.  We  have  also  seen  a  sophisticated  intermediary  base  devel- 
oped in  recent  years  in  urban  areas,  in  particular,  including  both 
city-sponsored  public-private  entities  created  to  assist  local  busi- 
ness development,  and  community  development  corporations  which 
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are  increasingly  sophisticated  and  increasingly  focused  on  economic 
development  activities. 

EDA  seeks  to  utilize  Title  IX  appropriations  to  fund  Competitive 
Communities.  Title  DC  is  EDA's  economic  adjustment  authority,  de- 
signed to  meet  the  needs  of  communities  facing  long-term  economic 
deterioration  or  sudden  and  severe  economic  distress.  In  recent 
years,  Title  DC  has  been  utilized  by  local  applicants  primarily  to 
fund  infrastructure,  broadly  defined,  and  small-scale  business  lend- 
ing through  revolving  loan  funds.  EDA  could  undertake  Competi- 
tive Communities  without  limiting  our  ability  to  support  these 
kinds  of  activities  which  have  been  funded  under  traditional  Title 
DC,  because  of  both  EDA's  increasing  appropriations  for  Title  I, 
which  can  fund  these  infrastructure  projects,  and  because  loan 
guarantees,  if  authorized,  could  create  substantial  funds  for  recapi- 
talizing the  revolving  loan  funds  to  engage  in  Competitive  Commu- 
nities-type transactions. 

With  respect  to  the  RLFs,  EDA  has  found  over  time  that  these 
locally  administered  loan  funds  can  be  very  effective  in  assisting 
communities  to  meet  their  economic  adjustment  needs.  Relatively 
small  amounts  of  capital  have  been  available  for  this  program,  and 
the  focus  of  the  program  has  thus  been  on  smaller-scale  commercial 
activity,  including  retail  activity.  EDA  would  use  loan  guarantee 
authority  to  recapitalize  selected  RLFs.  This  would  provide  an  ad- 
ditional source  of  funds  for  the  RLFs  to  use  for  smaller  economic 
base  projects,  while  the  Competitive  Communities  process  which  I 
described  earlier  would  fund  the  larger  projects  on  a  competitive 
basis. 

We  envision  that  Competitive  Communities  would  become  the 
central  focus  for  Title  IX,  to  be  used  by  communities  in  adjusting 
to  both  long-term  economic  deterioration  and  sudden  and  severe 
economic  distress.  It  would  be  linked  to  existing  programs  and  local 
economic  development  institutions  in  the  ways  that  I  have  de- 
scribed, and  it  would  significantly  enhance  EDA's  tools  for  assisting 
communities  to  meet  their  economic  adjustment  and  other  eco- 
nomic development  challenges. 

The  Competitive  Communities  Program  will  be  implemented  in 
steps  in  order  to  properly  evaluate  the  merits  of  the  proposals,  the 
progress  and  impact  of  each  grant,  and  the  national  impact  of  the 
program.  This  process  will  allow  the  needed  adjustments  to  meet 
evolving  community  economic  needs  and  challenges. 

EDA  has  launched  a  pilot  of  Competitive  Communities  in  the  Los 
Angeles  area,  utilizing  earthquake  assistance  supplemental  appro- 
priations. The  next  step  we  envision  is  a  national  demonstration 
project,  and  then  a  full  adoption  of  the  program  as  an  important 
element  of  Title  DC. 

EDA  in  southern  California  is  providing  $30  million  in  funding 
to  help  businesses  adversely  affected  by  the  Northridge  earthquake 
of  January  17th  of  this  year.  Grants  will  be  awarded  to  local 
intermediaries  to  provide  patient  capital  for  debt  restructuring  to 
businesses  which  have  been  identified  by  the  local  community  as 
priority  job  generators  in  earthquake-impacted  regions  for  the  fu- 
ture. . 

As  a  follow-on  to  this  pilot  program,  EDA  intends  to  submit  a 
reprogramming  request  to  the  Congress  to  create  in  fiscal  year 
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1995   a   Competitive   Communities   National   Demonstration   Pro- 
gram. 

To  succeed,  a  National  Demonstration  Program  would  need  to 
have  sufficient  funding  authorized  to  ensure  an  adequate  response 
to  a  solicitation  of  proposals.  In  addition,  loan  guarantee  authority 
under  a  National  Demonstration  Program  would  provide  many  re- 
volving loan  funds  with  a  new  source  of  funding  to  undertake  Com- 
petitive Communities  activities  as  I  described. 

I,  therefore,  reiterate  Secretary  Brown's  testimony  from  July  in 
requesting  that  any  legislation  which  this  subcommittee  would  con- 
sider provide  loan  guarantee  authority  to  EDA  to  help  recapitalize 
eligible  revolving  loan  funds  to  meet  the  Competitive  Communities 
challenge.  I  would  note  that  this  program  would  in  no  way  dupli- 
cate SBA's  existing  loan  guarantee  programs. 

Mr.  Chairman,  Members  of  the  subcommittee,  I  thank  you  for 
the  opportunity  to  testify  here  today.  I  again  commend  you  for  your 
leadership  on  these  issues,  and  I  greatly  look  forward  to  continuing 
to  work  with  you  as  we  move  forward  with  Competitive  Commu- 
nities. 

Thank  you  very  much. 

Mr.  Wise.  Thank  you,  Secretary  Ginsberg. 

At  the  July  hearing,  Secretary  Brown  suggested  that  the  EDA 
would  request  $58  million  of  Title  DC  funds  for  the  Competitive 
Communities  Program.  How  much  at  this  time  do  you  have  in 
mind  to  request  to  fund  this  program? 

Mr.  Ginsberg.  We  have  taken  another  look  at  that  issue  in  light 
of  the  final  appropriations  for  fiscal  year  1995,  and  our  current 
thinking  is  that  the  National  Demonstration  Program  in  fiscal  year 
1995  that  I  referred  to  would  ideally  require  a  budget  of  $65  mil- 
lion. Our  thinking  on  that  is  $20  million  in  nondefense-impacted 
communities,  and  $45  million  in  defense-impacted  communities. 
And  of  those  funds,  we  would  hope  to  have  authorization  to  proceed 
with  up  to  $10  million  for  the  loan  guarantee  authority  that  I  men- 
tioned. 

Mr.  Wise.  There  have  been  some  questions  concerning  which  en- 
tities or  intermediaries  would  be  eligible  for  the  Competitive  Com- 
munities Program.  Under  the  current  law,  the  following  groups  are 
eligible  for  Title  DC  grants:  the  Economic  Development  Districts, 
Indian  tribes,  States,  cities,  other  political  subdivisions  of  States, 
consortia  of  such  political  subdivisions  and  community  development 
corporations. 

In  addition,  the  House-passed  EDA  reauthorization  bill,  the 
House-passed  version  included  public  or  private  nonprofit  organiza- 
tions as  eligible  recipients  of  Title  DC  funds. 

Would  you  speak  to  where — whether  EDA  intends  to  exclude 
some  of  the  Title  DC  eligible  groups  from  applying  for  the  Competi- 
tive Communities  Program,  or  are  all  of  these  entities  going  to  be 
eligible? 

Mr.  Ginsberg.  Our  thinking  is  basically  inclusive  with  respect  to 
eligibility.  I  would — as  a  caveat  to  that,  I  would  suggest  that  in 
terms  of  dealing  with  States  and  cities  and  public  sector  entities, 
political  subdivisions,  our  hope  would  be  to  deal  through  the  kinds 
of  quasi-public  entities  that  have  been  set  up  by  many  cities  and 
some  States,  as  well,  as  I  referred  to — many  of  the  States,  in  fact, 
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which  exist  specifically  to  create  public-private  partnerships  to  sup- 
port the  kinds  of  activities  that  I  have  described  as  Competitive 
Communities.  We  feel  that  there  is  a  more  than  adequate  base  of 
those  kinds  of  institutions  in  cities  and  States  around  the  country 
and  that  they  represent  the  kinds  of  institutions  that  have  been  set 
up,  indeed  to  accomplish  this  kind  of  activity. 

Mr.  Wise.  Where — for  rural  areas  particularly,  where  would  that 
leave  Economic  Development  Districts? 

Mr.  Ginsberg.  We  would  see,  as  I  testified,  that  Economic  Devel- 
opment Districts  would  be  eligible  as  intermediary  applicants 
under  Competitive  Communities. 

Mr.  Wise.  As  I  understand  it,  the  EDA  has  delegated  the  author- 
ity to  approve  grant  applications  to  regional  directors.  What  role  do 
you  see  regional  directors,  and  in  turn,  the  Economic  Development 
Representatives  in  the  States  doing  in  this  program. 

Mr.  Ginsberg.  Well,  as  has  been  true  historically  at  EDA,  one 
of  the  great  strengths  is  both  the  local  network — both  in  the  re- 
gional offices  and  in  the  field  with  the  Economic  Development  Rep- 
resentatives. We  need  to  find  ways  to  capitalize  on  those  strengths. 
I  see  the  Economic  Development  Representatives  in  the  field  as  the 
critical  resource  in  working  with  local  communities  on  project  de- 
velopment to  take  projects  that  have  emerged  as  priorities  at  the 
local  level  and  turn  those  into  applications  that  have  the  best 
chance  of  being  funded  through  a  competitive  process. 

I  also  see  the  regional  offices,  as  they  do  now  under  our  existing 
programs,  playing  the  critical  role  in  evaluating  at  least  certain 
elements  of  the  Competitive  Communities  application,  specifically 
the  local  competitiveness  strategy  and  how  the  project  at  issue  con- 
tributes to  that.  So  I  envision  in  essence  both  with  the  EDRs  and 
the  regional  offices,  they  will  continue  to  play,  in  effect,  substan- 
tially similar  roles  to  what  they  play  under  our  existing  programs. 

Mr.  Wise.  So  you  do  see  them  as  being  involved  in  project  devel- 
opment all  the  way  through? 

Mr.  Ginsberg.  Project  development  and  evaluation. 

Mr.  Wise.  I  thank  you  for  your  statement  and  your  responses, 
and  I  now  turn  to  the  gentlewoman,  Ms.  Molinari. 

Ms.  Molinari.  Thank  you  very  much,  Mr.  Chairman.  At  this 
point,  though,  if  it  is  okay  with  you,  because  I  was  late  and  Mr. 
Collins  was  gracious  enough  to  take  my  place,  I  would  like  to  yield 
in  the  order  of  questioning  to  Mr.  Collins,  and  then  to  Mr.  Boeh- 
lert. 

Mr.  Wise.  Certainly. 

The  gentleman  from  Georgia. 

Mr.  Collins.  Thank  you,  Susan.  It  was  a  pleasure  to  sit  in  your 
chair  there. 

Mr.  Ginsberg,  I  appreciate  the  fact  that  we  are  trying  to  come 
up  with  some  type  of  Competitive  Communities  program.  I  have 
some  concerns  about  the  proposed  grants.  Are  we  speaking  of 
grants  just  for  revolving  loan  funds,  or  are  we  speaking  of  other 
type  grants?  What  all  is  included  under  the  word  or  title,  "grants'? 

Mr.  Ginsberg.  Congressman,  what  I  refer  to  is  grants  to  these 
local  intermediaries  that  I  have  referred  to  for  the  purpose  of  mak- 
ing a  loan  to,  or  some  kind  of  investment  in,  a  business  trans- 
action; a  business  project.  In  structure,  that  will  look  not  dissimilar 
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to  a  large  single-purpose  revolving  loan  fund  of  the  kind  EDA  has 
done  at  various  times  in  the  past. 

Mr.  Collins.  We  have  some  very  good  revolving  loan  funds  that 
are  established  around  the  country,  and  we  have  several  good  ones 
in  Georgia.  One  of  the  things  that  concerns  me  about  the  revolving 
loan  program,  though,  is  some  of  the  regulations  pertain  to  how  we 
administer  those  funds  and  the  fact  that  we  must  have,  I  believe 
it  is  75  percent  of  those  funds  loaned  out  at  all  times,  that  is,  in 
good  economic  times  as  well  as  bad.  And  those  types  of  regulations 
bother  me,  because  I  think  they  have  a  tendency  to,  at  times,  force 
the  revolving  loan  funds  to  make  loans  that  are  probably  not  good 
loans. 

I  would  really  appreciate  the  fact  that  if  we  were  to  address  some 
of  those  regulations  prior  to  advancing  any  more  grants  or  partici- 
pating in  further  loans,  that  could  lead  to  abuse  or  misuse  of  tax- 
payers' dollars. 

Also,  you  mentioned  rural  and  you  mentioned  urban  areas.  Well, 
what  about  suburban  areas,  bedroom  communities?  Having  the  op- 
portunity and  privilege  of  representing  an  area  that  has  quite  a  bit 
of  bedroom  community  to  it — that  is,  suburban  areas  to  Atlanta 
and  to  Columbus  and  to  Macon,  Georgia,  and  having  worked  and 
served  in  local  government,  I  have  noticed  over  the  years  that  peo- 
ple tend  to  move  away  from  the  cities  into  the  suburban  areas,  and 
when  an  area  has  an  opportunity  to  become  a  bedroom  community 
for  the  purpose  of  commuting  back  and  forth  to  the  metro  where 
the  jobs  oftentimes  are,  that  creates  a  labor  market. 

What  will  we  do  or  what  is  your — what  are  your  thoughts  for 
that — for  those  areas,  such  as  the  suburban  or  bedroom  commu- 
nities? 

Mr.  Ginsberg.  Certainly  there  is  no  intention  to  affirmatively  ex- 
clude those  kinds  of  communities.  The  EDA  exists  under  the  origi- 
nal legislation,  the  Public  Works  and  Economic  Development  Act, 
to  address,  in  particular,  the  economic  development  of  economically 
distressed  areas.  So  I  envision  selection  criteria  for  projects  under 
this  new  initiative  which  would  take  into  account.  One  of  the  sig- 
nificant criteria  which  would  be  taken  into  account  would  be  level 
of  economic  distress  as  measured  by  certain  specific  kinds  of  meas- 
urements. 

So,  in  many  cases,  the  highest  economically  distressed  areas  are 
in  rural  and  inner  city  urban  areas.  But  if  suburban  areas  could 
compete  in  terms  of  the  economic  distress  criteria,  there  would  cer- 
tainly be  no — there  would  be  no  reason  why  they  wouldn't  be  fund- 
ed under  this  program. 

Mr.  Collins.  Well,  a  lot  of  these  bedroom  communities,  they 
come  about  from  the  fact  of  the  clientele  that  is  in  those  commu- 
nities to  begin  with.  What  I  am  saying  is  that  there  are  a  lot  of 
people  who  leave  the  metro  area,  moving  out  into  what  is  a  rural 
and  becomes  a  bedroom  community;  they  choose  the  areas  they  go 
into.  Oftentimes  they  choose  those  areas  based  on  the  labor  market 
there  or  the  schools  there  or  just  the  climate  itself. 

As  far  as  welfare  is  concerned,  I  think  our  welfare  laws  often- 
times discourage  employment,  and  I  think  that  is  another  area  we 
need  to  look  at  if  we  are  going  to  be  successful  in  creating  jobs.  I 
am  hoping  that  you  all  would  take  into  consideration  some  ideas 
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and  promote  a  program  too  that  would  help  to  change  the  welfare 
system  so  that  we  encourage  investments,  we  encourage  work  par- 
ticipation, rather  than  trapping  people  and  making  them  more  de- 
pendent on  government.  And  that  goes  back,  too — I  am  concerned 
about  additional  grant  programs  that  are  going  to  cause  or  create 
more  dependency  on  the  Federal  Government,  even  in  other  areas, 
whether  they  be  rural,  urban  or  suburban. 

Mr.  Ginsberg.  Well,  I  certainly  think  we  should  look  at  the  wel- 
fare issues.  This  program  is  not  intended  to  create  dependency,  and 
I  don't  think  it  would  have  the  impact  of  creating  dependency  on 
the  Federal  Government.  What  it  is  intended  to  do  is  to  spur  cer- 
tain business  investments  that  might  not  happen  in  the  absence  of 
some  public  intervention,  to  leverage  other  private  money  that  is 
available  for  these  kinds  of  transactions,  and  to  spur  these  kinds 
of  projects  to  happen  at  locations  in  communities  where  they  might 
not  otherwise  happen,  meaning  in  economically  distressed  areas. 

Mr.  Collins.  Well,  just  one  follow-up.  I  think  to  spur  the  incen- 
tive to  invest,  too,  we  have  to  take  a  look  at  another  section  of  Fed- 
eral law  and  that  is  dealing  with  the  tax  codes  where  we  often- 
times have  a  disincentive  to  invest,  especially  with  some  of  the  pro- 
visions of  the  most  recent  tax  bill  that  we  passed.  So  I  think  if  you 
are  really  going  to  address  economic  development,  competitiveness, 
whether  it  be  in  the  community  or  global,  we  have  to  first  look  at 
our  tax  laws,  look  at  our  welfare  laws,  and  change  many  of  those 
so  that  we  can  create  the  incentive  to  work  as  we  create  the  jobs 
in  the  private  sector,  and  not  dealing  in  government  jobs. 

And  with  that,  I  thank  you,  Mr.  Chairman. 

Mr.  Wise.  I  thank  the  gentleman.  The  Chair  recognizes  Chair- 
man Mineta  for  any  questions  he  might  wish  to  ask. 

The  Chair.  Thank  you  very  much,  Mr.  Chairman. 

I  apologize,  Mr.  Secretary,  for  not  being  here  when  you  gave  your 
testimony.  But  looking  at  your  statement,  you  stated  that  Competi- 
tive Communities  will  become  the  central  focus  of  Title  IX.  Based 
on  current  appropriations,  defense  conversion  is  the  focus  of  Title 
LX.  What  is  the  role  of  defense-impacted  communities  in  this  pro- 
gram, and  how  will  it  help  those  communities  diversify  their  econo- 
mies and  create  jobs  for  displaced  defense  workers? 

Mr.  Ginsberg.  I  see  Competitive  Communities  serving  the  needs 
of  areas  that  are  in  economic  distress  because  of  military  base  clo- 
sures or  because  of  contract  reductions  as  well.  I  think  the  chal- 
lenge of  Competitive  Communities — that  is  to  say,  helping  develop 
a  diversified  and  competitive  economic  base — is  in  many  defense- 
impacted  areas  particularly  acute,  because  these  are  areas  in  tran- 
sition from  an  economy  that  has  been  based  on  the  defense  econ- 
omy for  so  long.  So  in  significant  part,  Competitive  Communities 
will,  I  think — is  designed  indeed  to  serve  the  needs  of  defense-im- 
pacted communities. 

Appropriations  for  defense  conversion  would  be — our  proposal 
would  be  to  use  some  portion  of  the  appropriations  for  defense  con- 
version, and  the  number  I  just  indicated  in  my  response  to  Chair- 
man Wise  was  $45  million  in  fiscal  year  1995  for  our  Competitive 
Communities  Program,  specifically  to  serve  defense-impacted  com- 
munities and  to  support  Competitive  Communities  projects  in  de- 
fense-impacted communities,  so  that  we  would  obviously  continue 
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to  use — of  course,  continue  to  use  defense  conversion  appropria- 
tions for  economic  development  activities  in  defense-impacted 
areas.  But  if  successful  in  moving  forward  with  Competitive  Com- 
munities and  a  reprogramming,  we  would  do  a  portion  of  that 
through  the  Competitive  Communities  structure. 

The  Chair.  Is  that  $45  million  or  $65  million? 

Mr.  Ginsberg.  The  numbers  I  cited  before  were  $65  million  in 
total  from  Title  IX;  $45  million  from  the  defense  conversion  appro- 
priations, and  $20  million  from  the  nondefense  conversion  appro- 
priations. 

The  Chair.  Now,  EDA's  appropriation  includes  a  separate  item 
for — a  separate  account  for  defense  conversion? 

Mr.  Ginsberg.  Yes. 

The  Chair.  As  I  understand  it,  most  of  that  is  being  spent  on  in- 
frastructure improvements  at  closed  military  bases.  Now,  the  Ap- 
propriations Committees  have  stated  that  nondefense  EDA  appro- 
priations should  not  be  spent  in  defense-impacted  communities,  al- 
though the  Competitive  Communities  Program  will  help  defense- 
impacted  communities  diversify  their  economies  and  create  jobs  for 
displaced  defense  workers.  The  zero-sum  nature  of  EDA's  defense 
conversion  appropriation  suggests  that  EDA  will  not  be  able  to 
spend  as  much  money  on  much-needed  infrastructure  improve- 
ments at  closed  military  bases. 

Have  you  determined  that  diversification  will  help  defense-im- 
pacted communities  more  than  base  reused  infrastructure  pro- 
grams? 

Mr.  Ginsberg.  I  wouldn't  say  "more  than,"  Mr.  Chairman.  I 
would  say  that  what  we  are  seeing  in  the  communities  we  are 
working  with,  working  with  the  Defense  Department  and  working 
with  the  local  communities,  is  a  combination  of  projects  that  are  fo- 
cused on  base  reuse,  specifically  on  infrastructure  projects  related 
to  base  reuse,  and  also  focused  on  the  broader  issue  of  economic  di- 
versification. 

We  are  seeing,  even  in  the  context  of  base  reuse,  that  one  of  the 
key  issues  communities  face  is  to  bring  in  one  or  more  than  one 
anchor  company  to  begin  the  process  of  reutilizing  the  base,  to  help 
in  the  marketing  of  the  base,  to  be  able  to  get  private  investment 
into  the  base;  and  we  think  Competitive  Communities  can  be  a  re- 
sponse to  that  need,  as  well  as  the  broader  economic  diversification 
need  in  the  community  to  support  existing  businesses  and  their 
need  to  diversify  their  activities  and  convert  their  activities,  as  the 
defense  activities  in  the  community  decline. 

The  Chair.  Are  you  expecting  that  the  President's  fiscal  year 
1996  budget  will  include  a  separate  line  item  request  for  the  Com- 
petitive Communities  Program? 

Mr.  Ginsberg.  We  are  moving  in  that  direction,  Mr.  Chairman, 
and  would  hope  to  see  the  President's  budget  reflect  that.  It  is 
early  in  that  process,  as  you  know. 

The  Chair.  Let's  see.  This  is  September,  the  passback  really 
doesn't  occur  until  when,  October — I  mean,  November? 

Mr.  Ginsberg.  Yes.  Late  fall. 

The  Chair.  Late  fall.  Thank  you  very,  very  much,  Mr.  Secretary. 

Thank  you,  Mr.  Chairman. 

Mr.  Wise.  Thank  you,  Mr.  Chairman. 
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Ms.  Molinari. 

Ms.  Molinari.  Thank  you. 

Mr.  Secretary,  if  you  could  just  expand  a  little  bit  more  into  de- 
tail; I  think  there  are  so  many  concerns,  and  I  also  am  reflecting 
Mr.  Hirschfeld's  comments  from  New  York  relative  to  defense  con- 
version funds  as  someone  who  is  going  through  that  process  right 
now. 

What  is  the  exact  difference  between  what  EDA  would  be  doing 
and  what  bases  that  are  involved  in  the  programs  now  are  doing? 
In  other  words,  what  would  be  the  benefit  to  a  community?  And 
how  would  we  work  on  that  time  line?  I  mean,  it  is  a  very  tight 
time  line  in  a  lot  of  cases. 

Do  they  compete  with  EDA  while  simultaneously  going  for  the 
other  base  closure  grants?  Does  one  deny  the  other? 

You  know,  it  just  seems,  as  I  say,  going  through  it  right  now,  it 
is  very  structured  and  you  can't  afford  to  lose  a  day,  and  how 
would  a  base  know  how  to  coordinate  their  activities,  the  base 
reuse  commission  locally? 

Mr.  Ginsberg.  Right.  I  would  ask  you  to  think  about  Competi- 
tive Communities  as  an  additional  tool.  "Additional"  is  an  impor- 
tant word,  because  in  a  community  such  as  yours  that  has  a  sig- 
nificant defense  conversion  issue  that  it  is  coping  with,  the  avail- 
ability, as  my  previous  response  indicated,  of  EDA  funds  for  both 
infrastructure  and  to  work  directly  with  large,  existing  or  potential, 
developing  companies,  or  companies  that  could  be  brought  in  rel- 
ative to  base  reuse,  those — in  no  way  would  those  tools — would  one 
preclude  the  other.  They  could  work  together.  In  fact,  from  our  ex- 
perience, the  best  base  reuse  plans  that  are  being  developed  in  im- 
pacted communities  around  the  country  include  major  infrastruc- 
ture needs,  include  sophisticated  marketing  not  only  for  the  base 
property,  sophisticated  marketing  of  the  base  property  and  a  so- 
phisticated sense  of  where  the  economy  is  going  as  defense  de- 
clines; and  we  see  Competitive  Communities  kinds  of  transactions 
being  able  to  help  with  marketing  property  in  terms  of  providing 
inducements  to  companies  expanding  or  moving  in,  and  also  diver- 
sifying the  economy,  in  general,  broadly  outside  the  confines  of  the 
base. 

So  we  feel  that  the  two  can  work  together  extremely  well — that 
is  to  say,  infrastructure  and  the  Competitive  Communities  projects, 
one  being  EDA's  support  to  help  with  the  public  investment  in  the 
public  facilities  and  the  other  being  EDA's  support  to  help  with  pri- 
vate investment  in  a  private  company. 

Ms.  Molinari.  And  I  appreciate  that,  and  I  think  that  sounds 
great;  it  is  just  that  when  you  use  that  it  is  an  "additional  tool." 
But  the  reality  is,  it  is  still  the  same  pot  of  money,  so  it  is  not  addi- 
tional money. 

And  we  are  rapidly — and  I  know  this  is  not  your  policy  deci- 
sion— but  we  are  closing  so  many  bases  and  putting  so  many  needs 
on  so  many  communities  that  every  dollar — I  guess  the  question  is, 
because  we  are  working  from  the  same  pot  of  money,  that  it  is  not 
additional  money,  that  it  is  important  to  coordinate  and  have  some- 
body that  has  sort  of  this  bird's  eye  view  of  every  facility  through- 
out the  Nation  to  make  sure  that  just  because  one  community  is 
great  at  maximizing  their  grant  applications,  that  they  are  not  get- 
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ting  a  double  benefit  while  another  community  is  losing  it,  because 
we  have  put  it  into  two  special  grants. 

What  do  you  have  in  place  at  EDA  to  sort  of  oversee  that? 

Mr.  Ginsberg.  We  do,  of  course,  have  that  global  view  and  have 
worked  very  closely  with  the  Defense  Department  as  well.  I  think 
our  intention  here  would  be  to  make  sure  that  these — that  this 
grant  funding  is  balanced  between  geographic  regions,  and  we  are 
working  very  closely  with  all  of  those  specific  communities.  I  think 
there  are  79  base  closure  communities  that  we  are  working  with 
now,  plus  approximately  40  communities  that  have  been  signifi- 
cantly impacted  by  contractor  reductions.  That  is  a  universe  that 
we  know,  we  understand;  we  know  who  those  specific  communities 
are.  In  many  cases,  we  are  working  with  well-advanced,  sophisti- 
cated local  community  groups  that  have  been  brought  together  to 
manage  these  issues. 

So  those  are  issues  that  we  will  be  very  attentive  to. 

Ms.  Molinari.  Good.  I  appreciate  that. 

The  last  question  I  would  like  to  ask,  and  I  guess  it  sort  of  fo- 
cuses in  on  one  way  to  do  that  more  effectively,  and  I  am  asking 
it  on  behalf  of  Congressman  Boehlert  who  had  to  leave.  If  you  could 
answer  it  briefly  for  the  record  and  then  perhaps  provide  it  to  him 
in  writing.  If  you  could  expand  a  little  bit  in  terms  of  how  EDA  is 
decentralizing  in  terms  of  administration  and  those  local  decisions. 

Mr.  Ginsberg.  Well,  one  of  my  observations  when  I  came  to  EDA 
was  that  we  had — we  were  under  a  good  deal  of  pressure,  and  I  am 
sure  all  of  the  Members  of  this  subcommittee  know  what  I  am  re- 
ferring to,  to  move  our  grants  more  quickly;  and  also  that  we  had 
a  set  of  review  procedures  that  were  to  some  degree  duplicative  be- 
tween our  regional  operations  and  our  headquarters  operation. 

And  as  we  talked  about  moving  EDA  in  new  directions  and  addi- 
tional directions,  it  meant  we  needed  to  have  more  of  an  emphasis 
at  headquarters  on  policy  formulation  and  policy  implementation, 
and  consistent  with  the  administration's  overall  approach  to  em- 
powering line  staff  and  field  staff,  particularly  in  the  area  of  eco- 
nomic development,  which  is  a  local  process;  and  one  of  EDA's 
strengths  is  our  connection  to  local  communities. 

For  all  of  those  reasons,  it  seemed  to  be  the  best  path  to  pursue 
to  delegate  more  responsibility  and  authority  for  decision-making 
on  specific  grants  to  our  regional  offices,  and  we  have  done  that. 
We  did  that  effective  June  1st.  It  is  showing  now  a  demonstrable 
impact  in  terms  of  the  time  that  grant  processing  is  taking.  It  is 
going  to  enable  us  to  reorganize  our  headquarters  operation  to 
focus  on  other  things,  rather  than  checking — primarily  checking 
work  that  has  already  been  done  in  the  field;  and  I  think  it  is  going 
to  also  lead — and  this  may  be  most  important — to  a  more  respon- 
sive agency  in  terms  of  what  local  needs  are. 

Ms.  Molinari.  I  appreciate  that.  As  I  said,  if  you  could  put  that 
all  in  writing  to  Congressman  Boehlert,  I  am  sure  he  would  appre- 
ciate that.  Thank  you,  Mr.  Secretary. 

Thank  you,  Mr.  Chairman. 

Mr.  Wise.  Thank  you. 

[Ms.  Molinari's  statement  follows:] 
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Statement  of  Hon.  Susan  Molinari 

Thank  you,  Mr.  Chairman.  Today's  hearing  serves  an  important  purpose  in  help- 
ing flesh  out  the  details  of  the  Competitive  Communities  proposal  that  Secretary 
Brown  presented  to  us  in  July.  I  would  like  to  thank  Assistant  Secretary  Ginsberg 
and  the  other  witnesses  for  being  here  today. 

To  Mr.  Ginsberg  in  particular,  I  appreciate  your  responses  to  the  questions  I  sub- 
mitted earlier  regarding  some  of  the  details  of  the  Competitive  Communities  pro- 
posal. The  answers  provided  were  informative  and  will  be,  I  think,  very  helpful  to 
the  committee  as  a  basis  for  further  discussion. 

I  would  also  like  to  recognize  Mr.  Thomas  Hirschfeld,  executive  director  of  the 
New  York  City  Economic  Policy  and  Marketing  Group.  I  appreciate  you  being  here 
today  to  discuss  how  the  Competitive  Communities  initiative  would  impact  New 
York. 

My  initial  reaction  to  Competitive  Communities  is  to  say  that  while  I  applaud  the 
creative  thinking  that  has  gone  into  this  proposal,  there  are  still  a  number  of  ques- 
tions to  be  answered. 

In  particular,  I  am  concerned  with  whether  funds  for  this  initiative  will  come  from 
defense  conversion  programs,  how  grants  will  be  distributed  both  geographically  and 
among  urban  and  rural  areas,  who  may  apply  to  be  intermediaries,  and  how  the 
EDA  would  effectively  manage  the  loan  guarantees. 

I  hope  that  today's  hearing  will  make  some  of  these  matters  a  little  clearer  and 
I  look  forward  to  working  with  Chairman  Wise  and  with  Assistant  Secretary 
Ginsberg  and  EDA  to  better  define  the  Competitive  Communities  proposal. 

Mr.  Wise.  The  Chair  recognizes  the  gentleman  from  Tennessee, 
Mr.  Clement. 

Mr.  Clement.  Mr.  Secretary,  what  are  we  doing  now  different 
than  we  have  done  for  the  past  12  years?  Where  have  you  changed 
those  priorities? 

Mr.  Ginsberg.  In  terms  of  the  substantive  grant  programs  of 
EDA,  we  are  focusing  increasingly  on  tying,  as  my  testimony  indi- 
cates, tying  the  administration's  focus  on  industry  competitiveness 
back  to  the  local  community  level,  to  the  local  economic  develop- 
ment process  and  to  local  priorities.  That  is  really  a  function,  I 
think,  or  really — what  is  involved  is  nothing  less  than  reintroduc- 
ing the  basic  notion  of  local  economic  development  and  support 
from  the  Federal  Government  for  that  back  into  the  policy  debate 
and  discussion  in  Washington,  which — for  too  long,  as  you  know, 
it  had  been — it  had  been  relegated  to  as  a  secondary  issue. 

From  an  administrative  processing  standpoint,  we  are  doing 
things  differently  as  well,  primarily  through  reforming  our  applica- 
tion process  and  delegating  authority  to  the  regions,  as  I  was  just 
referring  to,  as  a  way  to  both  expedite  grant  processing  and  as  a 
way  to  create  more  responsiveness  in  the  agency  to  what  are  local 
priorities. 

So  we  are  making  changes  both  in  the  way  we  do  our  business 
and  in  terms  of  what  we  do  and  the  kind  of  projects  we  support 
at  the  local  level;  and  obviously,  moving  forward  with  the  commit- 
tee on  the  kinds  of  issues  we  are  talking  about  today  would  help 
us  do  both  of  those  things. 

Mr.  Clement.  Well,  do  you  seek  out  communities  or  do  you  wait 
for  them  to  come  to  you  if  they  need  help  or  assistance? 

Mr.  Ginsberg.  It  is  obviously  a  combination  of  the  two,  Con- 
gressman, but  because  we  have  our  network  of  Economic  Develop- 
ment Representatives  in  the  field,  in  every  State,  with  long  experi- 
ence in  dealing  with  the  local  communities  in  those  States,  we  do 
have  the  capacity  to  affirmatively  seek  out  grants  to  be  working  on 
an  ongoing  basis  with  local  communities  as  their  economic  develop- 
ment prospects  and  priorities  change;  and  we  really  rely  on  that 
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EDR  network  and  on  the  regional  office  network  which  supports 
them  to  be  proactive  as  well  as  reactive  in  terms  of  projects. 

Mr.  Clement.  We  had  an  Air  Force  base  in  past  years  right  out- 
side Nashville  at  Smyrna,  and  I  assure  you  that  community  has 
done  much  better  without  that  Air  Force  base  than  they  did  with 
the  Air  Force  base  in  terms  of  job  opportunities  and  economic  de- 
velopment. 

What  is  your  experience,  so  far,  from  what  you  are  working  on 
with  communities  that  are  losing  their  defense  bases? 

Mr.  Ginsberg.  If  I  had  to  categorize  the  experience  generally, 
there  have  been  cases  where  the  conversion  process  has  been  quick 
and  where  there  is  clear  benefit  to  the  community  shown  early.  But 
I  would  say  for  the  most  part  it  is  hard  to  expect  that,  and  that 
the  conversion  process,  as  bases  are  closed  or  as  there  are  signifi- 
cant contract  reductions,  the  typical  experience  is  more  that  it  is 
a  longer-term  process  of  building  a  new  economic  base  and  diversi- 
fying the  industrial  base  in  the  area;  and  that  takes  time.  And 
what  is  needed  is  the  right  strategy  to  start  that  process.  And  a 
lot  of  our  experience  to  date  has  been  working  with  the  groups  that 
have  been  put  together  to  create  those  strategies  and  then  imple- 
ment them,  providing  the  basic  capacity,  whether  it  is  revolving 
loan  funds  or  infrastructure  grants  and  to  get  that  process  started, 
that  relatively  longer-term  process  started  in  the  right  direction, 
and  I  think  that  is  happening  in  many  communities  around  the 
country. 

Mr.  Clement.  Who  is  the  lead  agency  when  it  comes  to  defense 
conversion — EDA,  or  do  you  have  a  lead  agency  at  all? 

Mr.  Ginsberg.  Well,  we  work  closely  with  the  Defense  Depart- 
ment and  we  work  closely  with  the  National  Economic  Council  on 
these  issues.  The  Defense  Department,  through  its  Office  of  Eco- 
nomic Adjustment,  is  primarily  engaged  in  funding  the  planning 
activities.  We  have  done  some  funding  of  planning  activities  with 
them  as  well. 

So  many  of  the  plans  that  have  been  created  by  these  local  base 
reuse  commissions  and  other  local  planning  authorities  have  been 
funded  by  the  Defense  Department  or  by  a  combination  of  Defense 
and  Commerce  funds.  In  that  sense,  the  implementation  activities 
which  we  have  been  funding  with  increasing  appropriations  from 
the  Congress  proceed  to  a  significant  degree  from  those  reuse 
plans. 

We  are  encouraging  communities  to  think  broadly,  as  I  said  be- 
fore, about  diversification  as  a  broad  issue  and  base  reuse  as  part 
of  that,  rather  than  base  reuse  as  the  central  issue.  So  there  is  a 
healthy  exchange  of  different  perspectives  and  a  working  together 
between  Commerce  and  Defense  on  these  questions. 

Mr.  Clement.  Is  Mr.  Wilbur  Hawkins  on  your  staff? 

Mr.  Ginsberg.  He  is.  He  is  my  Deputy  Assistant  Secretary. 

Mr.  Clement.  I  want  you  to  know  he  is  outstanding.  He  was  our 
District  Administrator  at  TVA.  I  am  a  former  TVA  board  member, 
and  he  was  one  of  our  best  people. 

Mr.  Ginsberg.  Well,  we  are  happy  we  stole  him  away  from  TVA. 

Mr.  Clement.  It  is  their  loss. 

Thank  you. 

Mr.  Ginsberg.  Thank  you. 
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Mr.  Wise.  I  thank  the  gentleman. 

The  gentleman  from  New  Jersey,  Mr.  Menendez. 

Mr.  Menendez.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  let  me  ask  you  a  few  questions  that  are  elicited 
from  your  testimony.  On  page  2  you  talk  about  separate  categories 
will  exist  for  urban,  rural  and  defense-impacted  communities. 

In  the  context  of  $20  million  for  cities  other  than  defense-im- 
pacted communities,  are  you  going  to  have  subcategories  in  urban? 
Because  too  often  what  I  have  seen  is  most  of  the  communities  that 
I  represent  are  in  the  50-,  650,000  range,  very  urban,  including  the 
most  densely  populated  city  per  square  mile  in  the  Nation,  but  they 
don't  reach  the  levels  of  some  of  the  larger  cities,  yet  they  have 
maybe  in  many  respects  some  of  the  most  dire  needs. 

Is  there  going  to  be  a  consideration  as  it  relates  to  that? 

Mr.  Ginsberg.  We  will  certainly  consider  that,  and  that  is  an  im- 
portant point,  and  I  am  glad  you  raised  it.  I  think  what  is  intended 
here  in  terms  of  separate  categories  is  not  simply  to  distinguish 
urban  from  rural,  but  also  to  distinguish  among  communities  that 
are,  for  example,  seeking  to  maintain  the  traditional  economic  base 
of  the  community  and  to  help  a  company  or  a  group  of  companies 
in  an  industry  that  has  supported  a  community  for  many  years  to 
become  more  competitive  so  that  that  industry  can  continue  to  pro- 
vide a  livelihood  for  the  people  in  that  community  from  commu- 
nities that  are  developing  a  whole  new  industrial  base  to  take  ad- 
vantage of  some  competitive  strength  that  they  may  have.  So  the 
distinctions  break  down  not  only  in  terms  of  urban  and  rural,  but 
in  other  respects  as  well. 

We  want  to  have  a  funding  process  ultimately  when  this  program 
is  fully  designed  that  enables  us  to  cover  all  of  those  bases  so  that 
what  we  are  really  promoting  is  not  one  kind  of  solution  to  the 
problem  of  competitiveness  at  the  local  level,  but  rather  a  thought 
process  to  make  sure  that  the  local  economic  development  authori- 
ties are  thinking  in  terms  of  how  they  can  assist  the  local  indus- 
trial base  in  meeting  what  are  those  local  challenges.  And  we  will 
certainly  take  those  comments  under  advisement  as  we  do  that. 

Mr.  Menendez.  Well,  I  would  appreciate  it.  I  would  commend  it 
to  your  consideration,  because  with  $20  million,  looking  at  some  of 
the  major  cities  in  our  country,  it  would  be  very  easy  to  have  a  re- 
sponse from  those  cities  with  very  competitive  grants  applications 
that  would  pretty  much  swallow  up  that  amount  of  money,  and 
with  smaller  urban  communities  not  having  the  possibility  to  even 
sense  that  they  have  an  ability  to  go  ahead  and  justify  the  re- 
sources, which  in  most  cases,  in  terms  of  planning  and  whatnot, 
are  limited  at  their  levels  to  go  ahead  and  put  an  application  to- 
gether. 

Secondly,  on  page  3  you  talk  about  input  from  industry  will  be 
absolutely  required  in  analyzing  industries  and  companies  in  terms 
of  future  growth  prospects. 

Now,  what  exactly  does  that  mean,  because  in  some  of  the  com- 
munities we  represent,  part  of  their  problem  is  that  their  industrial 
base  is  gone.  So  who  are  the  industries  that  we  are  talking  about 
in  the  context  of  communities  that  don't  have  industries  per  se? 

Mr.  Ginsberg.  That  is  a  good  question. 
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Industry  here  is  really  meant  to  suggest  private  sector  business 
institutions  and  their  representatives.  I,  too,  Congressman,  am 
from  a  community  where  the  industrial  base  was  largely  gone 
when  I  worked  on  economic  development  there  in  Connecticut;  and 
in  many  cases,  the  key  industry  representatives  who  participated 
with  the  public  sector  in  formulation  of  plans  and  formulation  of 
economic  development  plans  were  local  bankers,  for  example,  and 
other  representatives  of  industry  who  have  the  perspective  of  what 
are  the  future  competitive  strengths  of  this  community,  what  in- 
dustries will  lead  the  economic  future  of  this  community,  what 
companies  have  the  best  chance  to  develop  that  and  what  trans- 
actions can  support  those  companies  in  those  industries. 

We  need  people  at  the  table  who — in  addition  to  the  public  offi- 
cials— who  have  a  perspective  on  those  questions. 

Mr.  Menendez.  So  you  have  a  broader  definition  of  industry 
than  I  might  see  at  first  glance. 

Mr.  Ginsberg.  "Industry"  may  be  the  wrong  word,  in  fact. 

Mr.  Menendez.  Thank  you  very  much. 

Mr.  Wise.  I  thank  the  gentleman. 

The  gentleman  from  Wisconsin,  Mr.  Barca. 

Mr.  Barca.  I  have  two  questions  as  well. 

It  seems  to  me  that  sort  of  the  key  provision  of  this  Competitive 
Communities  Program  involves  the  revolving  loan  fund;  is  that  cor- 
rect? It  seems  like  that  has  been  successfully  utilized  by  EDA  in 
a  number  of  different  projects,  and  it  seems  as  though  you  are  look- 
ing at  that  as  being  the  centerpiece  of  what  you  are  attempting  to 
do  here  as  well;  is  that  correct? 

Mr.  Ginsberg.  I  would  say  it  is  certainly  correct,  Congressman, 
that  that  is  the — that  is  the  model  in  the  sense,  with  the — a  local 
intermediary  between  EDA  and  the  business  community.  We  are 
talking  here  about  larger  transactions;  we  are  talking  here  about 
a  somewhat  different  process.  But  it  proceeds  from  the  successes 
over  a  period  of  more  than  two  decades  of  working  with  those  local 
revolving  loan  funds,  yes. 

Mr.  Barca.  I  know  you  touched  on  it;  it  wasn't  completely  clear 
to  me  from  a  funding  standpoint,  though.  Where  does  the  funding 
come  from  for  this  program  compared  to  the  EDA  program  that  we 
are  attempting  to  get  reauthorized  now  through  the  Senate? 

Mr.  Ginsberg.  We  envision  Competitive  Communities  as  an  im- 
portant way  to  help  communities  accomplish  economic  adjustment, 
whether  it  is  adjustment  to  the  kinds  of  changing  global  economic 
circumstances  I  referred  to  in  my  testimony,  or  whether  it  is  ad- 
justment to  defense-impaction,  for  example.  So  we  view  this  as  a 
Title  IX  activity. 

The  kind  of  structure  we  are  talking  about  would  come  under  our 
Title  IX  authorities,  and  we  simply  envision  utilizing  a  portion  of 
Title  IX  appropriations,  which  are  both  in  defense  and  nondefense 
pots,  if  you  will,  to  fund  this  activity. 

Mr.  Barca.  So  you  wouldn't  be  asking  for  any  additional  re- 
sources; you  would  just  divert  resources  from  the  current  Title  DC 
program? 

Mr.  Ginsberg.  In  fiscal  year  1995,  that  would  be  our  intention, 
pursuant  to  a  reprogramming  which  would,  of  course,  go  through 
the  appropriate  congressional  channels.  In  fiscal  year  1996  and  be- 
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yond,  the  hope  would  be  that  we  could  generate  additional  re- 
sources, but  that  is  obviously  a  future  question. 

Mr.  Barca.  The  only  other  question  I  have  involves  the  revolving 
loan  fund  itself,  which  you  are  seeking  to  build  on. 

It  currently  is  a  part  of  EDA.  That  money  is  being  replenished 
from  the  repayback  of  those  loans? 

Mr.  Ginsberg.  That  is  correct. 

Mr.  Barca.  And  when  you  have  your  schedule,  in  looking  at  how 
much  money  is  being  replenished  into  that  fund,  how  much  are  we 
regenerating,  so  to  speak?  What  percentage  of  those  funds  are 
being  regenerated? 

Mr.  Ginsberg.  I  am  not  certain  off  the  top  of  my  head  exactly 
at  what  pace  those  monies  come  back  into  the  local  funds.  Some 
of  that  lending  is  on  a  relatively  short-term  basis;  some  of  it  is  on 
a  much  longer  base  and  is  basically  returning  interest. 

Very  often  that  interest  is  at  below  market  rates  or  otherwise  fa- 
vorable rates.  But  I  could  certainly  get  for  you  additional  specific 
information  about  the  pace  at  which  we  are  seeing  monies  paid 
back  into  those  local  revolving  loan  funds. 

Mr.  Barca.  Roughly  speaking,  what  would  the  breakdown  be  be- 
tween short-term  versus  long-term,  do  you  have  any  sense  of  that? 

Mr.  Ginsberg.  I  don't  know  specifically  enough  to  answer  that 
question  at  this  moment.  I  think  that  one  should  assume  in  terms 
of  thinking  about  the  issue  that  you  are  posing  that  whether  it  is 
short-term  or  long-term,  both  from  an  interest  and  a  repayment  of 
principle  standpoint,  that  these  loans  tend  to  be  favorable  as  com- 
pared to  market.  So  they  would  pay  back  slower  or  at  a  lower  rate 
of  interest  than  a  typical  commercial  loan,  for  example. 

I  am  informed  that  the  length  of  loans  in  our  existing  portfolio 
of  revolving  loan  funds  averages  five  to  seven  years;  the  longer- 
term  loans  are  10  to  15  years. 

Mr.  Barca.  And  finally  I  want  to  ask,  with  the  existing  revolving 
loan  fund,  to  what  degree  have  you  blended  those  funds  with  State 
economic  development  funds  for  larger  projects?  Has  that  been 
done  and  to  what  degree? 

Mr.  Ginsberg.  It  has,  and  it  has  been  done  in  at  least  two  ways 
that  I  know  of. 

Some  of  our  revolving  loan  funds  which  have  received  grants 
from  EDA  to  capitalize  the  funds  have  also  received  funding  from 
other  sources  to  capitalize  the  revolving  loan  funds.  So  our  monies 
are  mingled,  if  you  will,  with  other  funds,  public  and  private,  at  the 
local  level  to  capitalize  the  revolving  loan  funds. 

We  also  leverage  other  funds,  public  and  private,  through  the  in- 
dividual transactions  that  the  loan  funds  fund,  because  very  often 
there  is  more  than  one  source  of  financing  for  a  given  project.  So 
other  funds  from  State  sources  and  private  sources  come  in  in  a  va- 
riety of  ways. 

Mr.  Barca.  OK.  Thank  you  very  much. 

Mr.  Wise.  I  thank  the  gentleman. 

The  gentleman  from  New  Jersey. 

Mr.  Menendez.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  one  final  question  came  up  in  my  mind  after  I  fin- 
ished. In  some  communities  that  I  represent,  for  example,  the  syn- 
ergism between  them  is  such  that  their  economies  are  tied. 
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Will  you  consider  an  application  that  is  a  joint  application  in 
some  form  of  a  regional  approach,  or  is  this  meant  for  a  community 
exclusive? 

Mr.  Ginsberg.  No.  This  is  meant  to  address  an  economic  devel- 
opment, economic  competitiveness  strategy  for  whatever  the  appro- 
priate jurisdiction  is. 

I  can  certainly  see  in  densely  populated  urban  areas  it  could  be 
more  than  one  jurisdiction.  In  many  rural  areas  through  the  coun- 
try, through  our  Economic  Development  Districts,  those  are 
multijurisdictional,  and  it  is  more  exactly  the  opposite  reason,  and 
it  is  that  they  are  very  scarcely  populated. 

So  in  either  event,  we  would — I  see  in  many  kinds  of  commu- 
nities across  the  country — maybe  this  is  the  best  way  to  say  it — 
that  the  political  jurisdictions  don't  necessarily  reflect  the  economic 
realities.  This  program  would  be  designed  so  that  the  projects  pro- 
mote economic  competitiveness  in  an  economic  region  that  makes 
sense  economically,  whether  it  is  a  political  poll,  or  more  than  one. 

Mr.  Menendez.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Wise.  I  thank  the  gentleman  from  New  Jersey. 

I  sincerely  thank  the  Secretary. 

If  I  could  just  make  an  observation:  A  lot  of  us  have  gone 
through  the  process  of  working  with  communities,  and  you  ref- 
erenced this  in  your  opening  remarks,  working  with  communities 
in  applying  for  either  the  Empowerment  Zone  designation  or  the 
Enterprise  Community.  The  significance  of  that  in  my  State — and 
I  am  sure  it  is  replicated  across  the  country — was  that  in  many 
cases,  for  the  first  time,  communities  came  together  and  put  to- 
gether a  strategic  plan.  Many  of  them  spent  long  hours,  formed  re- 
lationships that  they  had  never  had  before;  and  in  rural  areas,  it 
is  really  interesting  watching  several  counties  that  have  always 
competed  with  one  another,  now  come  together  to  put  together  this 
plan. 

Obviously,  everyone  will  not  be  designated,  no  matter  how  meri- 
torious their  application;  and  I  think  you  are  going  to  be  faced  with 
a  bit  of  a  crunch  as  all  of  us  are.  The  crunch  is  this:  We  obviously 
want  to  reward  those  communities  that  receive  a  designation  that, 
yes,  they  will  get  the  $40  million  if  they  are  an  Empowerment 
Zone,  40  million  if  they  are  an  enterprise  community.  Also,  the 
promise  is  that  they  will  get  additional  Federal  resources  in  great- 
er allowances. 

But  at  the  same  time,  we  also  have  the  consolation  prizes  that 
need  to  be  awarded  for  those  communities  that  have  spent  the 
time — they  may  have  almost  made  it,  but  they  didn't  quite — and 
we  don't  want  to  discourage  them  either,  and  somehow  there  has 
to  be  a  balance. 

But  it  does  occur  to  me  that  the  Competitive  Communities  con- 
cept is  something  that  could  apply,  and  obviously  in  both  cases,  but 
particularly  for  those  communities  that  don't  qualify.  You  and  I 
have  discussed  this  before,  and  I  will  come  back  again  once  those 
designations  are  made.  I  just  think  there  is  a  great  need  for  those 
communities  that  don't  qualify  to  say  to  them,  all  right,  you  may 
not  get  the  lump  sum,  but  what  you  do  get  is  the  maximum  in  co- 
ordination to  achieve  the  pieces  of  your  strategic  plan. 
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So  I  look  forward  to  working  with  you  towards  that  end.  It  all 
does  begin  to  come  together.  Competitive  Communities  by  the 
EDA,  the  administration's  already-existing  EZ/EC  program,  so  we 
look  forward  to  working  with  you  on  that. 

Mr.  Ginsberg.  I  would  agree  that  there  is  tremendous  oppor- 
tunity there.  The  decisions  are — on  the  granting  of  the  EZ/EC 
awards,  I  am  not  involved  in  that,  but  those  are  going  to  be  made, 
as  I  understand  it,  based  on  the  comprehensive  strength  of  a  com- 
munity's proposal. 

Competitive  Communities  I  think  is  a  good  complement  to  that 
because  it  is  focused  not  on  the  comprehensive  strength  of  an  over- 
all plan,  but  on  one  or  more  specific  transactions  emerging  out  of 
that  plan  that  can  help  advance  the  economic  future  of  the  commu- 
nity. So  that  even  if  a  given  application  doesn't  quite  measure  up 
in  terms  of  the  comprehensive  nature  of  it,  given  the  small  number 
that  are  actually  going  to  be  funded,  one  could  easily  envision  how 
one  or  more  specific  projects  could  come  out  of  that  process  at  the 
local  level  that  would  make  excellent  Competitive  Communities  ap- 
plications and  could  well  be  funded. 

Mr.  Wise.  Thank  you.  Thank  you  very  much. 

Mr.  Secretary,  we  thank  you  very  much  for  the  time  you  have 
spent  with  us  today. 

Mr.  Ginsberg.  Thank  you  very  much. 

[Subsequent  to  the  hearing  the  following  was  received  from  Mr. 
Ginsberg:] 
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UNITIO  STATES  DEPARTMENT  Of  COMMERCE 
TIm  Aaaiatant  Secretary  tor  Economic  Dwtopmwit 

Washington.  DC    20230 


October  13,  1994 


The  Honorable  Sherwood  L.  Boelert 
1127  Longworth  House  Office  Bldg. 
Washington,  D.C.   20515 

Dear  Congressman  Boelert : 

In  response  to  a  request  from  Congress woman  Susan  Molinari, 
I  provide  a  written  response  to  your  question  regarding  the 
status  of  the  decentralizing  of  decision-making  within  EDA.   Tha 
question  was  submitted  at  the  September  20  hearing  of  the  Public 
Works  and  Transportation  Subcommittee  on  Economic  Development  on 
"Creating  Competitive  Communities:   Models  Across  America." 

One  of  my  observations  when  I  came  to  EDA  was  that  we 
were  under  a  good  deal  of  pressure  to  move  our  grants 
more  quickly.   I  also  saw  that  we  had  a  set  of  review 
procedures  that  were  to  some  degree  duplicative  between 
our  regional  operations  and  our  headquarters  operation. 

One  of  EDA' s  strengths  is  our  connection  to  the  local 
communities.   As  we  talked  about  moving  EDA  in  new 
directions  and  additional  directions,  it  meant  we 
needed  to  have  mora  of  an  emphasis  at  headquarters  on 
policy  formulation  and  policy  implementation,   we  also 
wanted  to  be  consistent  with  the  Administration's 
overall  approach  to  empowering  the  line  staff  and  field 
staff,   particularly  in  the  area  of  economic 
development,  which  is  a  local  process. 

For  all  these  reasons,  it  seemed  the  best  path  to 
pursue  was  to  delegate  more  responsibility  and 
authority  for  decision-making  on  specific  grants  to  our 
regional  offices.   I  am  pleased  to  say  we  have  done 
that,  effective  June  1.   It  is  now  showing  a 
demonstrable  impact  in  terms  of  the  shortening  the  time 
needed  for  grant  processing.   It  is  going  to  enable  us 
to  reorganize  our  headquarters  operation  to  focus  on 
other  things,  such  as  policy,  rather  than  checking  work 
that  has  already  been  done  in  the  field. 

I  am  pleased  to  report  that  this  will  lead  to  a  more 
responsive  agency  in  terms  of  meeting  the  local  needs, 
as  defined  by  the  communities. 
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Congressman  Boelert,  thank  you  for  your  continued  support  of 
EDA  and  local  economic  development.   If  I  can  be  of  further 
assistance  to  you,  please  do  not  hesitate  to  call  me  at  (202) 
482-5081. 


Jinsberg 
jistant  Secretary 
for  Economic  Development 


'/ 
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QUESTION  FOR  THE  RECORD 
SUBMITTED  BY  THE  HON.  SUSAN  MOLINARI 

Thomas  Hirschfeld,  Executive  Director  of  the  New  York 
City  Economic  Policy  and  Marketing  Group,  raised  a 
concern  that  the  City's  Economic  Development 
Corporation  be  eligible  to  act  as  an  "intermediary" 
under  the  Competitive  Communities  program.  Your 
prepared  remarks  indicate  the  Economic  Development 
Corporation  would  be  eligible.   Please  confirm  this 
fact  for  the  record. 


Yee.   The  City's  Economic  Development  Corporation  would  be  an 
eligible  intermediary  under  Competitive  Communities.   Under 
Competitive  Communities,  eligible  intermediaries  are:  a 
redevelopment  area  or  economic  development  district,  an  Indian 
tribe,  public -private  entities  sponsored  by  a  state  or  other 
political  subdivision  of  a  state,  community  development 
corporations,  and  public  or  private  not-for-profit  entities,  or 
any  consortia  of  eligible  recipients  which  demonstrate  the 
financial  expertise,  ability,  and  legal  authority  to  provide  the 
investment  for  the  transaction,  as  well  as  the  ability  to  develop 
and  implement  the  community  economic  plan. 
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Mr.  Wise.  The  next  panel  will  please  come  forward,  comprised  of 
Richard  Ross,  the  Executive  Director  of  the  West  Virginia  Jobs  In- 
vestment Trust;  Donald  Rychnowski,  Executive  Director,  Southern 
Tier  West  Regional  Planning  and  Development;  and  Christopher 
Womack,  Vice  President  of  Public  Relations  for  Alabama  Power 
Company. 

Let  me  note  for  all  panelists,  this  one  and  all — this  panel  coming 
forward  and  all  to  follow,  your  written  statements  in  their  entirety 
have  already  been  made  a  part  of  the  committee  record,  so  they  are 
already  before  the  committee.  So  what  I  would  invite  you  to  do  is 
to  summarize  and  to  make  those  points  that  you  think  are  most 
important,  particularly  given  the  testimony  of  Assistant  Secretary 
Ginsberg.  That,  I  think,  would  facilitate  matters  and,  as  well,  be 
most  helpful  to  the  subcommittee. 

Let  me  also  take  this  time  to  say  welcome  to  a  constituent  that 
I  have  the  privilege  of  representing,  Richard  Ross,  the  Executive 
Director  of  the  West  Virginia  Jobs  Investment  Trust.  He  has  vast — 
20  years'  experience  in  commercial  lending,  former  Vice  President 
and  Division  Manager  of  ITT  Industrial  Credit,  former  Partner  and 
Vice  President  of  an  investment  banking  firm,  and  now  the  Execu- 
tive Director  of  an  exciting  initiative  in  our  State,  the  West  Vir- 
ginia Jobs  Investment  Trust.  And  of  course  his  most  important  cre- 
dential is,  he  was  born  and  raised  in  Mercer  County,  West  Vir- 
ginia, and  has  returned  home  to  help  us  develop  West  Virginia  fur- 
ther. 

Mr.  Ross,  we  are  delighted  to  have  you  here. 

As  I  say  to  the  panel — and  I  will  begin  with  Mr.  Ross — your  writ- 
ten statement  in  its  entirety  has  been  made  a  part  of  the  record, 
so  I  would  invite  you  to  summarize  and  we  will  then  get  to  ques- 
tions. 

Mr.  Ross. 

TESTIMONY  OF  RICHARD  ROSS,  EXECUTIVE  DIRECTOR,  WEST 
VIRGINIA  JOBS  INVESTMENT  TRUST  BOARD,  CHARLESTON, 
WV;  DONALD  R.  RYCHNOWSKI,  EXECUTIVE  DIRECTOR, 
SOUTHERN  TIER  WEST  REGIONAL  PLANNING  AND  DEVEL- 
OPMENT BOARD,  SALAMANCA,  NY;  AND  CHRISTOPHER  C. 
WOMACK,  VICE  PRESIDENT,  PUBLIC  RELATIONS,  ALABAMA 
POWER  CO.,  BIRMINGHAM,  AL 

Mr.  Ross.  Thank  you.  Chairman  Wise  and  other  distinguished 
Members  of  the  subcommittee,  I  am  honored  to  appear  before  you 
today  to  discuss  the  successful  efforts  of  the  Honorable  Gaston 
Caperton,  Governor  of  the  State  of  West  Virginia,  and  of  the  legis- 
lature of  the  State  of  West  Virginia  to  work  together  to  create  a 
resource  for  job  creation  and  economic  development  that  is  insight- 
ful and  imaginative,  in  my  view. 

To  summarize  the  statement,  as  you  asked  me  to,  the  Jobs  In- 
vestment Trust  is  a  quasi-venture  capital  fund,  and  I  use  the  word 
"quasi"  because  we  use  jobs  creation  as  an  investment  criterion. 
Like  most  venture  capital  funds,  we  use  the  management  team,  we 
use  the  product,  we  use  the  marketing  strategy  and  we  use  the  fi- 
nancial structure  of  the  prospective  business  to  underwrite  the 
basic  application,  but  in  addition  to  that,  we  look  at  the  number 
of  jobs  to  be  created. 
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One  of  the  things  that  I  would  certainly  like  to  brag  on  is  that 
our  fund  was  created  in  1992  with  an  initial  funding  of  $10  million. 
The  current  fund  balance,  including  the  value  of  the  investments, 
is  approximately  $10,200,000.  We  do  not  currently  receive  addi- 
tional appropriations. 

To  date,  the  JIT  has  investments  in  four  businesses  and  has  two 
outstanding  commitments,  all  of  which  total  about  $8.4  million, 
and  the  fund  is  not  allowed  to  invest  more  than  20  percent  of  its 
assets  in  any  one  business  without  the  approval  of  the  legislature 
and  the  governor. 

The  businesses  we  have  funded  or  committed  to  fund  have  cre- 
ated or  will  create  approximately  1,265  jobs  or  approximately  1  job 
for  every  $6,600  of  investment.  This  is,  of  course,  very  good  news 
for  the  State  of  West  Virginia. 

The  other  side  of  that  coin  is  that  we  only  have  about  $1.8  mil- 
lion left  for  other  investments,  which  is  not  much  money  if  one  ex- 
pects to  create  a  business  that  can  employ  more  than  just  a  few 
people.  So  we  have  devised  a  strategy  that  allows  us  to  invest  very 
short  term  a  nominal  amount  in  the  equity  of  the  company,  a  larg- 
er amount  typically  in  short-term — either  senior  or  subordinated — 
debt  of  the  company.  And  even  with  this  strategy,  the  term  for  roll- 
ing that  money  over  can  be  from  two  to  five  years,  which  again 
means  that  we  have  a  limited  resource  with  which  to  create  new 
jobs. 

I  think  the  fact  that  we  do  invest  in  equity  is  a  unique  feature 
for  any  State  agency.  Equity  allows  a  company  to  more  rapidly 
merge  itself  into  the  traditional  capital  sources  and  more  often, 
more  quickly  become  a  mainstream  company.  The  JIT  is  allowed 
to  accept  appropriations,  it  is  allowed  to  accept  grants,  so  as  you 
consider  the  bill,  I  would  ask  you  to  consider  that  as  a  potential 
source  for  use  of  those  funds. 

Other  than  that,  the  written  testimony  that  I  have  submitted  is 
basically  the  configuration  for  the  fund,  and  I  appreciate  the  oppor- 
tunity to  appear  before  the  committee  and  to  answer  any  questions 
you  might  have,  Chairman  Wise. 

Mr.  Wise.  I  appreciate  that,  Mr.  Ross,  and  I  am  going  to  be  back 
to  you  after  the  other  panelists  with  some  questions  on  that  point. 

Our  next  witness  is  Donald  Rychnowski — am  I  pronouncing  that 
correctly,  sir? 

Mr.  Rychnowski.  Yes. 

Mr.  Wise  [continuing].  The  Executive  Director  of  the  Southern 
Tier  West  Development,  where  he  has  been  Executive  Director 
since  1986. 

We  welcome  you. 

Mr.  Rychnowski.  Thank  you,  Mr.  Chairman.  I  would  like  to 
thank  the  subcommittee  for  affording  me  the  opportunity  to  testify 
on  this  important  matter. 

I  am  here  representing  the  Southern  Tier  West  Regional  Plan- 
ning and  Development  Board,  a  municipal  government  agency  serv- 
ing the  three  southwestern-most  counties  in  New  York  State. 
Southern  Tier  West  was  designated  as  an  Economic  Development 
District  in  1977.  Since  then  we  have  provided  commercial  planning 
and  development  assistance  to  our  economically  distressed  regions. 
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The  Competitive  Communities  Program  is  a  formalized,  pro- 
grammatic approach  to  something  which  we  have  been  doing  for 
some  time.  First,  there  is  an  economic  development  predicated  on 
localized  regional  planning. 

Second,  it  is  partnering  between  public  and  private  sectors. 

Third,  it  is  partnering  between  all  levels  of  government. 

Fourth,  it  is  private  sector  investment  and  local  public  invest- 
ment, leveraging  State  and  Federal  funds. 

Whether  this  new  program  is  created  or  not,  my  organization 
will  continue  to  use  the  same  model  for  economic  development  be- 
cause it  works.  In  fact,  our  model  is  a  good  model  for  the  new  pro- 
gram— again,  because  it  works. 

I  would  like  now  to  talk  about  the  model  that  I  presented  in  the 
written  testimony.  The  project  involves  the  ACME  Electric  Cor- 
poration which  designs,  manufactures  and  markets  power  conver- 
sion equipment  for  electronic  and  electrical  systems.  ACME's  prin- 
cipal markets  encompass  computer,  test  equipment,  information 
systems,  military,  aerospace  and  telecommunications. 

ACME's  Electronics  Division  is  located  in  Cuba,  New  York.  The 
Electronics  Division  focuses  on  original  equipment  markets  for  cus- 
tom switching  and  uninterruptible  power  supplies. 

A  short  history  is  useful  here.  In  the  1930s,  sensing  a  develop- 
ment opportunity,  the  community  of  Cuba,  New  York  targeted 
ACME  Electric  Corporation  for  an  active  industrial  recruitment 
campaign.  A  large  equity  investment  in  the  company  by  members 
of  the  community  induced  ACME  to  locate  a  new  facility  in  this 
very  rural  community.  In  the  decades  following,  ACME  evolved 
into  a  manufacturer  of  technology-based  electronics  products  in  the 
international  marketplace.  The  initial  investment  made  by  the 
community  has  been  returned  many  times. 

Sixty  years  after  locating  in  Cuba,  ACME  was  the  third  largest 
employer  in  Allegany  County,  with  peak  employment  at  400.  How- 
ever, due  to  increased  competition  and  an  outmoded,  low-productiv- 
ity facility,  ACME  had  decided  to  close  its  Cuba,  New  York  oper- 
ations— in  fact,  exit  those  product  lines.  The  closing  would  have  re- 
sulted in  the  loss  of  many  hundreds  of  jobs,  both  at  ACME  and  at 
other  employers  throughout  our  region,  which  are  dependent  on 
that  company's  existence. 

The  community  realized  that  if  the  situation  persisted,  the  Cuba 
plant  closure  was  inevitable.  The  community  then  rallied  to  retain 
ACME's  Cuba  operations.  In  order  to  keep  the  facility  open,  ACME 
needed,  among  other  things,  a  new  state-of-the-art  electronic  com- 
ponent assembly  facility.  This  would  help  ACME  maintain  its  glob- 
al competitiveness. 

In  addition  to  construction  of  the  new  facility,  the  project  also  in- 
volved spin-off  of  certain  product  lines  to  consolidate  operations; 
the  sale  of  two  outmoded  facilities;  the  leaseback  of  space  of  one 
of  the  old  ACME  facilities;  water,  wastewater  and  access  road  in- 
frastructure construction;  machinery  and  equipment  purchase;  job 
training;  industrial  effectiveness  and  productivity  assistance;  re- 
duced utility  rates;  and  a  downtown  commercial  revitalization  pro- 
gram. 

The  ultimate  project  cost  exceeded  $8  million.  Federal  participa- 
tion including  funding  from  the  Economic  Development  Adminis- 
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tration,  the  Farmers  Home  Administration,  as  well  as  funds  from 
a  number  of  programs  from  New  York  State.  The  balance  of  the 
funding  was  done  through  ACME's  own  equity  investment  and 
commercial  bank  financing.  Additional  key  contributors  included 
ACME's  labor  union,  utility  company,  government  agencies  and 
other  development  organizations. 

The  project  has  enabled  ACME  to  leave  its  inefficient,  unproduc- 
tive and  uncompetitive  past  history  as  a  low-technology  trans- 
former manufacturer  behind  and  to  become  a  competitive  player  in 
the  high-tech  global  electronics  markets.  In  the  words  of  Harry 
Cole,  the  Project  Manager  for  the  company,  without  the  develop- 
ment of  a  comprehensive  program  for  the  rebirth  of  ACME's  Elec- 
tronics Division,  the  company — the  facility  in  Cuba  would  have 
been  abandoned  and  all  of  its  employees  laid  off.  ACME  could  have 
had  to  exit  that  particular  product  market. 

The  new  facility  is  on  schedule  for  occupancy  in  October  1994. 
Employment  now  stands  at  335  full-time  employees  and  will  go  to 
a  net  of  400  employees  by  October  1997. 

My  organization,  Southern  Tier  West,  coordinated  the  primary 
public  sector  team  which  managed  all  aspects  of  the  ACME  project. 
Three  factors  were  critical  to  the  success  of  the  project:  the  commu- 
nity's willingness  to  invest  in  local  economic  development,  the  ac- 
tive partnerships  between  the  Federal,  State  and  local  govern- 
ments and  private  sector,  and  finally,  local  development  expertise. 

In  our  region,  we  call  this  the  "critical  mass  theory  of  economic 
development,"  which  involves  bringing  many  diverse  resources  to 
bear  to  turn  a  development  problem  into  a  development  oppor- 
tunity. The  Economic  Development  District  is  the  only  entity  in  our 
region  with  the  capacity  and  the  mission  to  both  think  regionally 
about  the  development  and  to  bring  this  critical  mass  of  resources 
to  bear  at  the  local  level. 

I  would  like  to  comment  in  regard  to  EDA's  existing  program  and 
the  proposed  Competitive  Communities  Program.  EDA's  existing 
Title  I  and  Title  IX  are  the  mainstays  in  my  region's  overall  eco- 
nomic development  program,  and  while  we  support  the  proposed 
Competitive  Communities  Program,  the  new  program  should  not  be 
created  at  the  expense  of  traditional  underfunded  EDA  programs. 

We  understand  that  funds  for  the  new  program  would  be  ob- 
tained through  a  transfer  of  funds  from  EDA's  Title  IX  program. 
We  recognize  that  if  less  money  is  available  to  fund  EDA's  tradi- 
tional Title  IX  programs,  some  special  Title  IX  programs  will  never 
receive  funding.  We  also  are  concerned  about  the  discussions  in  re- 
gard to  increasing  the  ability  for  urban  areas  to  compete  for  these 
EDA  funds.  While  we  certainly  do  not  want  to  limit  our  counter- 
parts in  the  urban  areas,  we  are  concerned  that  if  the  allocations 
for  EDA's  programs  have  not  increased  substantially,  the  rural 
areas  would  be  hurt  in  this  process. 

Economic  development  is  necessarily  the  product  of  planning  and 
projects  such  as  the  ACME  project,  and  other  proposed  projects 
need  to  be  rationalized  through  a  local  planning  process.  Further, 
in  our  rural  region,  economic  development  requires  the  assistance 
of  the  district.  That  is,  it  is  both  utility  and  need  for  local  planning 
and  development  capacity  in  the  Economic  Development  Districts. 
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In  the  rural  areas  of  this  country,  we  continue  to  need  infrastruc- 
ture development  in  the  form  of  municipal  water  and  wastewater 
systems,  access  roads,  highways,  bridges  and  telecommunications 
systems.  The  Competitive  Communities  Program  should  allow  for 
simultaneous  participation  of  EDA's  local  economic  development 
projects  using  both  the  Competitive  Communities  Program  and  the 
traditional  Title  I  and  Title  EX  programs  in  the  same  project  and 
at  their  maximum  funding  levels  to  achieve  the  purposes  of  the  en- 
tire program. 

Again,  in  rural  areas  of  the  country,  we  need  additional  debt  fi- 
nancing and  innovative  financing  mechanisms  such  as  public  sector 
venture  capital  programs.  This  point  is  made  clear  by  the  ACME 
example.  Here  is  a  company  that  was  attracted  to  a  very  rural  area 
by  a  concerted  effort  by  a  group  of  local  people  to  purchase  an  eq- 
uity position  in  the  company  in  the  1930s.  In  the  1990s,  when  busi- 
ness circumstances  changed,  it  would  have  made  business  sense  for 
the  company  to  move  elsewhere  in  the  country.  The  fact  that  the 
community  residents  still  held  a  substantial  share  of  the  company's 
stock  helped,  along  with  financial  package  I  described,  to  keep  this 
company  in  Cuba,  New  York. 

I  hope  you  would  consider  allowing  these  program  funds  to  cre- 
ate a  public  sector  venture  capital  program  in  the  districts  across 
the  country. 

Finally,  it  is  imperative  that  the  application  delivery  process  for 
the  Competitive  Communities  Program  should  be  streamlined  to 
ensure  timely  access. 

Again,  I  would  like  to  thank  this  subcommittee  for  the  oppor- 
tunity to  state  my  message.  I  support  the  partnering  of  the  eco- 
nomic development  process  and  support  the  Competitive  Commu- 
nities Program. 

Thank  you  very  much. 

Mr.  WISE.  Thank  you.  I  am  going  to  be  back  with  a  question  in 
a  couple  of  minutes. 

Our  final  witness,  representing  Alabama  Power  Company,  is 
Christopher  Womack,  who — I  am  looking  at  your  resume,  and  I  un- 
derstand that  you  worked  for — I  knew  him  as  Chairman  Panetta, 
then  OMB  Director,  now  Chief  of  Staff  Panetta.  OMB  was  a  brief 
stop  along  the  way.  We  can  cut  through  a  lot  of  this  hearing  if  we 
just  have  you  go  down  and  talk  to  Leon,  and  we  will  get  this  pro- 
gram going. 

Mr.  Womack.  I  wish  it  was  that  easy,  Mr.  Chairman. 

Mr.  WISE.  But  we  look  forward  to  hearing  your  testimony,  Mr. 
Womack. 

Mr.  Womack.  My  pleasure.  Mr.  Chairman,  thanks  a  lot  for  giv- 
ing me  the  opportunity  to  be  here  with  you  today.  It  is  kind  of  dif- 
ferent being  on  the  other  side  for  the  first  time. 

Alabama  Power  Company  feels  very  strongly  that  local  commu- 
nity development  programs  are  critical  for  sustained  national  eco- 
nomic growth  and  expansion;  and  Chairman  Wise,  we  are  very 
pleased  by  the  leadership  you  have  displayed  and  we  commend  you 
for  your  efforts  to  support  efforts  in  this  arena. 

Let  me  tell  you  a  little  bit  about  Alabama  Power  Company.  It  is 
a  utility  which  is  a  part  of  the  Southern  Company.  We  have  1.2 
million  customers,  we  serve  the  lower  two-thirds  of  the  State  of 
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Alabama.  We  serve  some  1,200  communities,  either  directly  or  indi- 
rectly, and  we  serve  some  44,000  square  miles.  Like  West  Virginia 
and  a  lot  of  other  States  in  the  region,  43  percent  of  all  households 
in  our  State  are  defined  as  low  income;  10  counties  in  our  service 
area  have  50  percent  as  low  income,  50,000  occupied  housing  units 
are  considered  substandard,  and  40  percent  of  our  State  is  consid- 
ered rural.  Those  districts — those  stats  tell  us  that  we  have  a  great 
many  opportunities. 

At  the  same  time,  I  am  pleased  to  come  before  you  to  tell  you 
that  there  are  a  lot  of  good  things  happening  in  the  State  of  Ala- 
bama. As  you  may  have  heard,  last  year  Mercedes  Benz  decided  to 
locate  its  first  manufacturing  automotive  facility  in  the  State.  Re- 
cently Packard  Electric  and  also  Briggs  &  Stratton  have  also  de- 
cided to  locate  manufacturing  facilities  in  our  great  State.  The  Mer- 
cedes facility  directly  will  hire  some  1,500  employees.  Overall,  we 
are  looking  at  some  15,000  jobs  indirectly  and  a  $7  billion  invest- 
ment in  our  State  over  a  20-year  period. 

Just  recently  Mercedes  Benz  requested  applications  for  the  1,500 
jobs,  and  there  were  some  60,000  applicants  for  those  1,500  jobs. 
I  think  that  tells  you  once  again  the  opportunities  that  are  out 
there  and  the  need  for  strong  local  economic  and  community  devel- 
opment programs. 

Moreover,  the  Mercedes  venture  and  the  Mercedes  award 
brought  to  the  attention  of  many  communities  to  say  that  they 
want  a  Mercedes  Benz  plant  also.  But  I  think  what  has  happened 
is,  they  recognized  and  a  lot  of  us  recognized  that  they  are  not  pre- 
pared for  a  Mercedes  or  a  Briggs  &  Stratton  or  a  Toyota  or  what- 
ever, that  it  requires  a  great  deal  of  planning  to  be  able  to  win  the 
big  prize. 

Alabama  Power  Company,  in  addition  to  direct  recruitment  ef- 
forts, working  in  partnership  with  the  governor  and  the  State  and 
local  officials,  we  have  invested  a  great  deal  of  time  and  resources 
in  helping  out  the  communities  that  we  serve  to  be  prepared  for 
local  economic  development.  Let  me  cite  very  quickly  some  of  the 
things  that  we  see  as  being  basic  elements  of  a  local  community  de- 
velopment program. 

First  of  all,  we  will  work  with  communities  in  terms  of  helping 
them  get  organized.  One  of  the  first  things  that  we  encourage  them 
to  do  is  take  an  assessment,  what  are  the  strengths,  what  are  the 
weaknesses,  what  are  the  resources  that  a  community  has  at  its 
disposal.  Identify  them,  take  advantage  of  them.  Once  you  identify 
the  weaknesses,  develop  strategies  to  fix  them;  also,  provide  schol- 
arships, workshops  and  seminars  to  educate  local  leaders  in  the  de- 
velopment process. 

What  does  it  mean?  Yes,  it  is  a  high  profile  position,  but  what 
does  it  mean  to  administer  and  put  in  place  a  comprehensive  local 
development  program?  Providing  mini-grants  and  financial  assist- 
ance to  help  implement  a  plan,  as  well  as  publish  materials  and 
develop  a  promotional  campaign  for  the  local  area. 

Also,  one  thing  that  we  found  very  beneficial  and  helpful  to  local 
communities  is  the  development  of  industrial  development  parks. 
We  are  helping  in  providing  a  professional  site  assessment,  operat- 
ing cost  and  engineering  layout,  as  well  as  providing  interest-free 
loan  programs  for  48  months,  helping  in  the  development  of  the 
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parks  as  well  as  helping  in  the  development  of  speculative  and  pro- 
motional buildings.  In  many  communities,  a  lack  of  available  space 
and  the  lack  of  buildings  is  an  immediate  deterrent  to  receiving  a 
visit  by  a  potential  prospect. 

Mr.  Chairman,  the  Enterprise  Zone  and  Empowerment  Commu- 
nity Program  was  a  tremendous  program  on  the  part  of  the  coun- 
try— for  the  country.  For  the  first  time,  the  carrot  of  a  $4  million 
or  $3  million,  whatever  the  number  is,  encouraged  people  to  really 
come  together.  And  as  you  have  said  from  the  experience  you  saw 
in  West  Virginia,  the  same  thing  happened  in  Alabama. 

For  the  first  time,  communities  that  had  competed  against  each 
other  realized  that  it  was  in  their  best  interests  to  band  together, 
because  small  rural  counties  simply  don't  have  the  resources  to 
stand  on  their  own.  But  when  they  band  together  in  twos  and 
threes  and  fours,  they  are  more  unified,  and  in  strength,  I  think 
they  have  a  greater  chance  of  success. 

But  more  importantly,  I  mean,  we  would  have  requests  day  after 
day  after  day  to  help  us  fund  their  plans  and  their  applications. 
One  thing  that  we  encouraged  and  we  demanded,  that  in  this  proc- 
ess we  simply  find  some  value  simply  beyond  the  application  proc- 
ess. Knowing  the  numbers  and  how  many  applications  would  be  re- 
ceived by  the  government,  the  chances  are  very  minimal  that  some 
of  these  counties  will,  in  fact,  receive  awards.  We  wanted  to  make 
sure  there  was  a  residual  long-term  value  out  of  this  application, 
that  it  is  not  an  application  where  you  invest  great  resources  and 
then  put  it  on  the  shelf,  but  it  was  something  that  would  provide 
a  strategic  plan  for  the  communities  on  down  the  road.  And  we  are 
very  pleased  that  that  has  happened. 

One  of  the  major  differences  that  we  saw  in  a  lot  of  our  applica- 
tions was,  in  fact,  the  lack  of  infrastructure,  water  supplies,  the 
lack  of  sewage  and  solid  waste  disposal,  the  lack  of  capital.  And  so 
we  would  encourage  efforts  in  that  arena. 

The  EDA  has  an  excellent  record  with  regard  to  infrastructure 
assistance.  Without  it,  many  communities  would  not  be  viable 
today.  But  as  you  move  forward,  as  you  look  at  EDA,  as  you  look 
at  the  Competitive  Communities  Program,  I  have  a  few  rec- 
ommendations. 

As  you  have  heard  here  today,  planning  is  critical,  planning  is 
key.  Simply  a  bandaid  approach  to  local  development,  economic  de- 
velopment, will  not  work,  will  not  provide  the  long-term  sustain- 
able growth  that  we  all  strive  for.  We  must  encourage  planning;  we 
must  demand  it. 

We  also  must  encourage  the  use  of  all  the  resources  that  we  have 
at  our  disposal  in  these  local  communities.  I  would  encourage  you 
to  encourage  the  involvement  of  local  universities,  as  well  as  the 
regional  planning  organizations,  in  this  process  to  make  sure  that 
they  are  in  fact  working  productively  with  the  local  community  de- 
velopment efforts. 

Mr.  Chairman,  also — as  you  have  heard  the  President  talk  about, 
Reinventing  Government,  and  many  of  our  companies  talk  about 
Total  Quality  Management — there  are  so  many  sources  of  assist- 
ance that  sometimes  are  not  as  efficient  as  they  could  be.  There 
has  got  to  be  a  way  to  make  that  better.  You  have  HUD  doing 
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things,  EDA,  USDA,  REA  doing  things.  The  sources  of  assistance — 
and  we  appreciate  it,  but  sometimes  there  can  be  inefficiencies. 

How  can  all  of  those  agencies  work  better  together?  Should  there 
be  a  single  source?  Not  necessarily.  But  I  think  we  must  find  ways 
to  be  more  efficient  to  provide  better  assistance  and  provide  better 
help  to  the  local  communities. 

Of  course,  you  will  always  hear  the  need  for  additional  funding, 
and  I  too  will  say  if  you  can  provide  some  increased  funding  for  the 
revolving  loan  fund,  we  will  certainly  support  it. 

The  Competitive  Communities  model  is  commendable.  Unfortu- 
nately, as  in  this  time  of  our  economy,  resources  are  limited  and 
so  only  a  few  will  receive  the  awards.  We  must  find  ways  to  broad- 
en the  assistance  and  make  it  available  to  as  many  communities 
as  possible.  I  think  that  requires  leveraging,  that  requires  encour- 
aging corporations,  requiring  local  governments  and  any  entity 
available  in  any  community  to  partner  with  the  Federal  Govern- 
ment, with  the  State  government,  to  make  these  awards  as  broad 
as  possible. 

With  that,  Mr.  Chairman,  I  thank  you  for  the  opportunity  and 
look  forward  to  answering  any  of  your  questions. 

Mr.  Wise.  Thank  you,  Mr.  Womack. 

Mr.  Ross — actually  to  any  of  the  panelists — as  you  heard  the 
Competitive  Communities  concept  outlined,  how  would  that  dove- 
tail with  the  type  of  operation  that  you  are  running? 

Mr.  Ross.  Well,  as  I  have  heard  the  summation  of  the  Competi- 
tive Communities  Program,  it  seems  like  a  lot  of  that  revolves 
around  loans,  loan  guarantees,  grants,  that  sort  of  thing.  I  would 
encourage  you  to  consider  a  piece  of  that  to  be  dedicated  to  equity. 
I  think  that  from  our  perspective,  we  don't  receive  additional  fund- 
ing beyond  the  first  funding  we  got  in  1992.  So  it  is  our  mission 
to  make  our  money  make  money. 

So  we  have  to,  number  one,  look  to  the  investments  we  make  to 
perform  well,  to  do  what  we  can  to  help  them  perform  well,  and 
then  look  for  additional  sources  of  money  through  grants,  appro- 
priations, et  cetera.  So  the  dovetail  that  I  see  would  be  one  where 
a  piece  of  the  total  appropriation  could  be  dedicated  to  equity  in 
which  we  might  participate. 

Mr.  Wise.  Mr.  Rychnowski. 

Mr.  Rychnowski.  I  agree  with  the  equity — as  I  mentioned  ear- 
lier, agree  with  the  equity  position.  What  we  did  with  the  ACME 
project,  we  used  existing  criteria  in  the  Title  IX  program  to  accom- 
plish what  we  did. 

I  think  the  capability  is  already  existing  for  some  of  the  elements 
of  the  Competitive  Communities  Program,  except  that  there  are 
limits  on  the  funds,  and  this  would  relax  some  of  those  limits.  So 
basically,  we  will  do — if  the  Title  DC  program  and  Title  I  programs 
still  exist — we  will  still  do  a  similar  kind  of  thing. 

Mr.  Wise.  Mr.  Womack. 

Mr.  Womack.  I  would  only  simply  add  that  because  of  the  lim- 
ited funding  available,  whether  it  is  requiring  leveraging  or  requir- 
ing partnerships,  how  can  those  dollars  be  expanded,  how  can  the 
base  be  broadened,  how  can  more  industries,  more  communities 
benefit  from  the  program?  Recognizing  that  the  dollars  are  limited, 
we  have  to  get  more  value  out  of  those  dollars. 
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Mr.  Wise.  Mr.  Rychnowski,  the  ACME  Corporation — I  read  your 
testimony  twice  last  night,  because  it  sounds  like  a  pretty  complex 
deal  to  put  together.  You  have  a  lot  of  different  facets  in  it,  and 
I  think  Mr.  Ross  is  working  on  a  fairly  complex  one  right  now. 

Are  the — do  small  communities  have  problems  doing  all  of  the 
paperwork  and  the  planning  and  the  pulling  together  of  resources 
for  something  of  the  magnitude  of  what  you  were  describing? 

Mr.  Rychnowski.  I  am  convinced  that  if  we  did  not  have  the  ca- 
pability, the  staff  capability  to  pull  this  particular  deal  off,  it  prob- 
ably wouldn't  have  come  off,  at  least  in  terms  of  the  timing  that 
was  necessary  to  accommodate  ACME's  interests.  As  it  was,  it  still 
took  two-plus  years  in  order  to  put  the  whole  deal  together. 

Mr.  Wise.  Mr.  Ross. 

Mr.  Ross.  I  might  address  one  project  that  we  are  working  on 
that  is  a  shoe  manufacturing  company  for  the  area  around  Ridge- 
wood,  West  Virginia.  That  area  has  unemployment  that  approaches 
20  percent,  has  been  mining  based  for  years.  One  of  our  underwrit- 
ing criteria  is  that  we  usually  require  an  equity  investment  from 
private  sources  that  at  least  approaches  our  investment,  and  in 
that  community  that  is  probably  5,000-maximum  population,  they 
have  been  able  to  raise  locally  about  $160,000  of  equity.  We  then 
will  match  it  with  $250,000  of  equity  and  a  couple  of  other  sources 
will  match  it  with  $250,000  worth  of  equity,  and  we  then  will  ar- 
range through  our  EDA  in  West  Virginia,  about  $850,000  worth  of 
loans. 

That  will  be  a  company  that  when  it  is  in  production  will  be  a — 
will  have  a  very  attractive  balance  sheet,  should  be,  once  they 
prove  their  manufacturing  capability,  will  be  bankable.  Hopefully, 
within  a  very  few  years,  we  will  be  able  to  sell  off  our  equity  posi- 
tion to  private  sources,  liquidate  our  position  and  do  another  deal. 

Mr.  Wise.  Mr.  Womack. 

Mr.  Womack.  Mr.  Chairman,  as  you  may  have  seen  from  the  En- 
terprise Communities  process,  the  communities  that  were  eligible 
for  the  program,  many  of  those  communities  did  not  have  the  re- 
sources or  the  technical  assistance  to  make  the  applications.  We 
would  go  out — we  would  provide  assistance,  we  would  encourage 
other  companies  to  provide  executives  to  help  develop  those  appli- 
cations. That  is  an  incredible,  critical  need  and  a  shortage  in  a  lot 
of  those  communities,  and  that  is  where  it  requires  planning  assist- 
ance of  local  planning  organizations,  but  also  bringing  other  folks 
in,  whether  it  be  corporations,  because  the  technical  resources  sim- 
ply are  not  there.  That  is  a  burden  that  the  small  communities 
have  now  that  we  have  got  to  figure  out  how  to  deal  with. 

Mr.  Wise.  Mr.  Womack,  is  it  not  the  case — and  I  know  it  is  in 
West  Virginia  and  it  sounds  like  it  is  in  Alabama — where  public 
utilities  such  as  yours  increasingly  take  on  much  of  that  role,  often 
as  a  facilitating  force,  the  driving  force,  having  the  resources  able 
to  do  that. 

Mr.  Womack.  Certainly.  Alabama  Power  Company,  we  feel  very 
strongly  about  it,  because  we  feel  like  if  the  community  benefits, 
we  all  benefit;  and  recognizing  what  the  needs  are,  we  have  taken 
it  upon  ourselves  to  go  in  and  provide  that  direct  assistance.  But 
when  you  have  10  communities  making  applications,  that  would  in 
fact  stretch  your  resources,  so  it  makes  it  difficult. 
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So  then  that  is  when  it  really  comes  to  bear  when  you  say,  we 
have  got  to  get  some  other  folks  involved,  we  have  to  get  some  ad- 
ditional help,  because  the  resources  simply  aren't  there.  You  know, 
they  know  they  are  competing  against  what  they  call  the  "big 
dogs,"  wherever  the  big  dogs  are;  and  they  want  to  make  sure  that 
they  have  a  first-class  proposal  or  first-class  application,  so  when 
it  comes  to  Washington,  it  won't  be  thrown  in  the  trash  can. 

So  it  is  incumbent  upon  all  of  us  to  be  there  with  them,  to  make 
sure  they  do  in  fact  come  forward  with  a  quality  program.  But  it 
is  a  challenge. 

Mr.  Wise.  You  also  make  a  point,  Mr.  Womack,  about  the  need 
for  some  sort  of  single  source  of  the  different  financing  resources 
available;  and  it  is  a  constant  frustration  to  me,  we  have  a  number 
of  well-intentioned  programs,  whether  it  is  Farmers  Home,  wheth- 
er it  is  many  functions — RDA,  the  B&I  program  under  the  Depart- 
ment of  Agriculture;  then  you  turn  to  the  SBA,  then  you  turn  to 
EDA,  other  Department  of  Commerce  programs — there  is  a  whole 
long  list  of  them.  Somehow  I  keep  thinking  that  there  must  be 
some  software  that  can  be  developed  that  can  help  people  keep 
track  of  it. 

But  the  other  thing  that  I  would  hope  would  be  developed  one 
time  is  the  ability  of  an  entity,  a  local  entity  to  fill  out  basic  infor- 
mation on  a  disk,  and  then  simply  send  the  disk  off,  and  then  let 
each  agency  take  from  that  whatever  information  it  needs,  in  what- 
ever format,  rather  than  expecting  the  local  development  district  or 
the  local  planner  or  the  volunteer  committee  on  the  EZ/EC  pro- 
gram to  jump  through  the  hoops  of  every  one  of  the  different  appli- 
cation processes. 

Mr.  Womack.  I  am  sure  you  have  seen  it.  I  mean,  it  is — and  it 
is  probably  silly  to  even  talk  about  it.  But  when  you  get  to  the  local 
level,  it  is  so  confusing  between  EDA,  HUD,  Farmers  Home;  I 
mean,  it  is  nuts.  I  mean,  it  is  like  I  say,  when  you  sit  here  in 
Washington,  it  is  some  great  ideas,  it  is  some  great  policies,  some 
wonderful  initiatives;  but  when  it  gets  down  to  grassroots  Ala- 
bama, we  can't  figure  it  out.  I  mean,  it  is  tough. 

And  like  I  said,  I  am  not  going  to  sit  here  and  say,  consolidate 
it  all  into  one  super  agency;  I  wouldn't  dare  say  that,  because  they 
might  not  let  me  back  in  the  State  of  Alabama.  But  I  would  say 
in  the  advent  and  the  philosophy  of  Reinventing  Government  and 
Total  Quality  Management,  we  can  find  some  efficiencies  in  that 
delivery  system.  The  opportunities  are  there. 

Mr.  Wise.  Maybe  what  you  and  I  need  to  do  is  to  put  together— 
I  can  see  this  new  video  game  for  economic  developers— maybe 
nine,  ten  would  be  interested — in  which  you  keep  putting  in  a  dif- 
ferent element  of  what  you  need. 

Mr.  Womack.  Right. 

Mr.  Wise.  And  then  see  what  pops  up — ding,  ding,  FmHA;  ding, 
ding,  EDA. 

Mr.  Womack.  I  think  we  would  be  there  for  a  few  years  doing 
that. 

Mr.  Wise.  I  have  a  feeling  we  may  have  a  little  trouble  designing 
that. 

At  any  rate,  since  I  am  wandering  afield,  I  will  turn  to  somebody 
who  always  keeps  things  right  on  point,  Ms.  Molinari. 
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Ms.  MOLINARI.  Thank  you,  Mr.  Chairman.  I  have  no  questions. 
I  just  wanted  to  thank  the  witnesses  for  providing  very  insightful 
testimony,  and  we  have — I  think  are  going  to  hear  the  same  thing 
from  New  York  City  in  terms  of  the  confusions  and  the  duplica- 
tions. I  want  to  thank  you  for  verifying  that. 

Mr.  Wise.  The  gentlewoman  from  Washington. 

Ms.  Dunn.  No  questions. 

Mr.  Wise.  I  want  to  thank  the  panel  very,  very  much  for  your 
time. 

Competitive  Communities — I  just  want  to  say  your  testimony  is 
very  important,  because  with  the  authorization  that  has  passed  the 
House  now  pending  in  the  Senate,  there  is  possibly  some  language 
that  could  emerge  on  Competitive  Communities  in  the  next  month 
or  so,  and  your  real-world  experiences  and  those  we  are  going  to 
hear  make  a  lot  of  difference. 

I  thank  you. 

Mr.  Wise.  I  would  ask  the  next  panel — where  is  the  next  panel? 
The  next  panel,  if  it  would  come  forward — Robert  Fina,  Thomas 
Hirschfeld,  and  William  Stafford — and  I  am  going  to  ask  the  sub- 
committee to  stand  in  recess  for  about  two  minutes  and  no  longer. 

[Recess.] 

Mr.  Wise.  At  this  point  the  subcommittee  will  come  back  to 
order. 

The  third  panel  will  be  Robert  Fina,  the  Vice  President  of  the 
Philadelphia  Industrial  Development  Corporation;  Thomas 
Hirschfeld,  Executive  Director  of  the  New  York  City  Economic  Pol- 
icy and  Marketing  Group;  and  William  Stafford,  Executive  Director 
of  the  Trade  Developmental  Alliance  of  Greater  Seattle. 

Since  I  know  two  of  you  at  least  are  well  represented  on  this 
panel,  why  don't  I  turn  to  Ms.  Molinari  for  the  purpose  of  an  intro- 
duction. 

Ms.  Molinari.  Thank  you.  I  appreciate  that,  Mr.  Chairman. 

I  am  on  a  bit  of  a  tight  schedule  but  I  did  want  to  stay  and  intro- 
duce the  testimony  of  Tom  Hirschfeld  and  thank  him  for  traveling 
to  Washington  to  share  his  perspectives  with  us.  Tom  is  the  Execu- 
tive Director  of  the  Economic  Policy  and  Marketing  Group.  It  is  a 
municipal  think  tank  which  provides  economic  research,  policy  and 
program  development,  and  legislating  and  marketing  services  to 
support  New  York  City's  economic  development  efforts.  And  to  ev- 
eryone else  in  this  room,  we  all  know  New  York  City's  economic  de- 
velopment efforts  are  in  good  hands  but  can  always  use  all  the  help 
they  can  get. 

He  is  on  loan  part-time  as  an  assistant  to  the  mayor,  Mayor  Ru- 
dolph Giuliani.  In  this  position  he  has  worked  on  a  variety  of  ini- 
tiatives including  privatizations  and  the  use  of  community  develop- 
ment financial  institutions. 

Prior  to  joining  the  Giuliani  administration,  Tom  has  spent  eight 
years  with  Salomon  Brothers,  most  recently  as  its  Vice  President. 
He  specialized  in  providing  banking  services  to  companies  in  the 
media  industry,  for  example,  serving  as  an  adviser  to  New  York 
City's  Daily  News  when  the  newspaper  company  was  sold  in  1992. 

Very  relevant  to  the  comments  you  embarked  upon  with  one  of 
your  constituents,  I  think  it  was  Mr.  Womack,  Mr.  Hirschfeld  also 
is  a  published  author  and  his  book,  How  to  Master  the  Video 
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Games,  he  wrote  while  on  leave  from  college  and  it  sold  over  a  mil- 
lion copies.  So  I  think  we  may  have  a  business  arrangement  that 
may  go  on  in  terms  of  video  games  for  EDC. 

I  want  to  thank  Tom  for  the  work  he  has  done  on  behalf  of  the 
City  of  New  York. 

Mr.  Wise.  We  are  developing  some  Competitive  Communities 
right  here. 

I  turn  to  the  gentlewoman  from  Washington,  Ms.  Dunn,  for  the 
purpose  of  an  introduction. 

Ms.  Dunn.  Thank  you  very  much,  Mr.  Chairman. 

I  must  say,  panel,  I  look  forward  to  your  remarks.  But  I  do  want 
to  extend  a  special  welcome  to  Bill  Stafford  from  Seattle,  my  neck 
of  the  woods.  As  you  will  hear  in  the  remarks  he  has  written  and 
also  will  present  to  us  today,  he  has  been  very  modest  about  his 
efforts  and  the  efforts  of  the  Trading  Developmental  Alliance  of 
Greater  Seattle. 

Our  region,  the  Pacific  Northwest  region,  is  known  as  a  world 
leader  in  aerospace  and  high  technology.  Our  educational  system 
provides  skilled  workers  who  will  be  prepared  to  succeed  in  the 
21st  Century.  And  our  infrastructure,  with  two  world-class  ports, 
is  second  to  none. 

Washington  State  is  the  fourth  largest  State  in  trading,  in  total 
trade  volume,  and  I  believe  that  much  of  the  credit  must  be  going 
to  the  Bill  Staffords  of  the  State  of  Washington. 

With  one  in  five  jobs  in  the  State  of  Washington  directly  related 
to  international  trade,  I  believe  that  the  experiences  and  the  efforts 
of  Greater  Seattle  and  Washington  State  can  be  instructive  to  our 
efforts  here  in  the  subcommittee,  to  the  EDA,  and  to  other  commu- 
nities and  regions  looking  for  ways  to  expand  international  trade. 

So  welcome  to  all  of  you.  I  look  forward  to  hearing  your  com- 
ments. 

Thank  you,  Mr.  Chairman. 

Mr.  Wise.  And  we  are  also  joined  on  this  panel  by  Robert  Fina, 
the  Vice  President  of  the  Philadelphia  Industrial  Development  Cor- 
poration. In  that  capacity  he  supervises  the  Industrial  Develop- 
ment Corporation's  neighborhood  development  fund,  has  adminis- 
tered urban  development  action  grant  program,  UDAG,  for  Phila- 
delphia and  is  a  former  assistant  grants  administrator. 

As  I  read  your  testimony,  Mr.  Fina,  it  sounds  like  you  are  doing 
a  lot  of  things  Competitive  Communities  hopes  to  advance. 

At  this  point,  let  me  turn  to  Mr.  Hirschfeld  for  his  opening  state- 
ment, and  then  let  me  say  to  all  panelists,  your  entire  statements 
have  been  made  a  part  of  the  record  so  I  would  invite  to  you  sum- 
marize and  address  the  specific  points  you  think  are  important. 

TESTIMONY  OF  ROBERT  A.  FINA,  VICE  PRESIDENT,  PHILADEL- 
PHIA INDUSTRIAL  DEVELOPMENT  CORPORATION;  THOMAS 
P.  HIRSCHFELD,  EXECUTIVE  DIRECTOR,  NEW  YORK  CITY 
ECONOMIC  POLICY  AND  MARKETING  GROUP;  AND  BILL 
STAFFORD,  EXECUTIVE  DIRECTOR,  TRADE  DEVELOPMENT 
ALLIANCE  OF  GREATER  SEATTLE 

Mr.  Hirschfeld.  Thank  you,  Mr.  Chairman.  Congressman  Wise, 
Mr.  Mineta,  Ms.  Molinari,  Ms.  Dunn,  it  is  a  pleasure  to  appear  be- 
fore you  today  to  testify  on  the  Competitive  Communities  initiative. 
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As  Congresswoman  Molinari  stated,  the  Economic  Policy  and 
Marketing  Group's  mandate  is  a  broad  one.  We  provide  economic 
development  research,  analysis  and  policy  recommendations  to  the 
mayor  and  deputy  mayor  for  finance  and  economic  development  on 
a  wide  range  of  issues,  including  emerging  industries,  international 
trade  and  investment  promotion,  energy  policy  and  privatization. 

We  also  assess  the  city[s  economic  development  programs,  as  well 
as  the  impact  and  possible  application  of  new  initiatives  at  the 
State  and  Federal  level.  With  this  focus,  I  welcome  the  opportunity 
to  comment  on  the  Competitive  Communities  program  on  behalf  of 
the  Giuliani  administration. 

For  generations,  cities  have  been  a  source  of  wealth  and  oppor- 
tunity for  Americans,  in  addition  to  serving  as  the  economic  en- 
gines of  the  Nation.  Cities  hold  the  bulk  of  the  Nation's  financial 
capital,  work  force,  and  brain  power.  Healthy  urban  centers  are  es- 
sential for  strong  regional  economies  and,  many  would  say,  for  a 
strong  national  economy. 

As  you  are  aware,  many  urban  centers  were  hard  hit  by  the  re- 
cent recession.  You  may  not  know,  however,  that  New  York  City 
was  one  of  the  two  regions  in  the  Nation  that  felt  the  worst  effects 
of  the  recession.  From  1987  to  1992,  the  city  lost  365,000  jobs,  fully 
10  percent  of  its  job  base.  While  we  are  emerging  from  the  reces- 
sion slowly  but  surely,  we  have  regained  only  27,000,  a  very  small 
proportion  of  those  jobs,  in  the  first  half  of  this  year. 

The  Giuliani  administration  is  committed  to  creating  more  jobs 
in  New  York  City,  and  is  doing  all  it  can  to  improve  the  city's  busi- 
ness climate.  We  have  taken  aggressive  steps  to  downsize  and 
streamline  government  and  to  reduce  taxes.  We  have  launched  a 
series  of  initiatives  to  lessen  the  burden  of  excessive  and  inefficient 
regulation  on  New  York  City's  businesses.  And  at  the  neighborhood 
level,  we  are  working  with  two  separate  banking  groups  to  provide 
small  business  loans  to  underserved  communities. 

We  are  encouraging  the  formation  of  additional  business  im- 
provement districts  which  allow  local  entrepreneurs  to  supplement 
key  city  services,  and  we  have  also  created  a  business  services  pro- 
gram in  which  ombudspeople  visit  businesses  in  the  community  to 
assist  them  in  cutting  red  tape. 

Finally,  we  have  taken  aggressive  steps  to  retain  firms  that  are 
vital  to  our  economy.  In  fact,  we  have  saved  more  jobs  in  the  last 
eight  months  than  the  city  succeeded  in  retaining  in  the  previous 
two  years. 

Even  with  these  efforts,  however,  and  more  plans  by  the  Giuliani 
administration,  the  plans  require  a  coordinated  approach  involving 
all  levels  of  government.  The  reorientation  of  EDA  toward  urban 
economic  development  problems  is  a  welcome  step  not  only  for  New 
York  but  for  all  cities  in  the  Nation. 

We  believe  Competitive  Communities  is  an  exciting  program 
which  promises  to  strengthen  EDA's  focus  on  building  partnerships 
for  economically  viable  inner  cities.  The  program's  innovative  ap- 
proach in  targeting  high-growth  industries  is  especially  critical  for 
New  York. 

Although  its  economy  is  disproportionately  concentrated  in  the 
real  estate,  securities  and  financial  services  industries,  New  York 
has,  as  identified  in  EPM's  strong  economies,  strong  cities  report, 
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a  potential  for  growth  in  many  other  industry  sectors,  including 
biotechnology,  recycling  apparel,  software  and  retailing. 

In  addition,  New  York  City's  urban  research  vendor  recently  re- 
leased a  study  showing  how  trends  favor  the  smaller  and  more 
flexible  facilities  enjoyed  by  New  York  manufacturers. 

We  can  envision  many  opportunities  for  growth  through  partner- 
ships among  the  public,  private  and  not-for-profit  centers  as  a  re- 
sult of  the  Competitive  Communities  program.  There  are  numerous 
projects  where  funding  from  this  program  could  play  an  important 
role,  including  some  that  are  already  in  the  planning  stages. 

The  Audubon  biotechnology  facility  in  Harlem,  for  example,  the 
establishment  of  an  information  technology  center  to  incubate  soft- 
ware developers  and  publishers,  the  development  of  the  Green 
Point  manufacturing  and  design  center  to  create  the  critical  mass 
needed  by  the  closely  interdependent  garment  industry,  an  in- 
creased development  in  the  small  business  loan  funds  of  the  re- 
gional economic  development  assistance  corporation,  and  the  com- 
munity investment  corporation,  as  well  as  the  commercialization  of 
interactive  multimedia  production  technology,  including  video 
games,  developed  at  the  center  for  advanced  technology  at  New 
York  University. 

Through  such  investments  the  city  and  other  localities  will  be 
able  to  compete  more  effectively  within  the  ever-changing  global 
economy.  In  addition  to  the  investments  named  above,  the  city's 
work  with  the  Homeport  Base  Reuse  Commission  to  develop  civil- 
ian uses  for  the  Homeport  on  Staten  Island's  North  Shore  could 
qualify  for  Competitive  Communities  funding. 

Industries  that  might  find  a  home  there  include  recycling,  light 
manufacturing,  pre-fab  housing  construction,  maritime  goods  and 
services  and  high-tech  film  and  TV  production. 

Overall,  the  Giuliani  administration  feels  that  Competitive  Com- 
munities' focus  on  creating  high-quality  jobs  in  high-growth  indus- 
tries is  an  appropriate  economic  development  strategy.  The  initia- 
tive promises  to  spark  innovation,  foster  public-private  cooperation, 
and  motivate  cities  and  neighborhoods  to  look  at  their  economy 
more  strategically.  New  York  City  must  and  will  continue  to  do  its 
part  but  the  Competitive  Communities  program  could  make  a  dif- 
ference. 

Having  said  that,  the  city  has  two  important  concerns  about  the 
program.  First,  to  ensure  some  participation  and  coordinating  role 
by  City  Hall,  we  feel  that  it  is  important  that  the  city's  economic 
development  corporation  be  eligible  to  act  as  an  intermediary 
under  this  program.  We  understand  from  Mr.  Ginsburg's  testimony 
today  that  that  will  be  the  case. 

Second,  like  Congresswoman  Molinari,  we  would  like  more  clari- 
fication of  how  this  program  will  be  funded,  including  what  steps 
will  be  taken  to  avoid  having  total  defense  conversion  dollars  avail- 
able to  New  York  City  reduced  in  funding,  that  in  no  way  will  that 
funding  be  reduced  in  any  way  to  fund  this  initiative.  These  de- 
fense conversion  funds  are  very  important  to  the  city  in  its  efforts 
to  redevelop  civilian  use  force  Staten  Island's  Homeport. 

We  also  share  Mr.  Womack's  concern  about  the  multitude  of  Fed- 
eral agencies  sending  money,  and  like  other  communities  around 
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the  country  we  are  mindful  of  different  Federal  agencies,  particu- 
larly as  it  relates  to  the  Homeport. 

Subject  to  satisfaction  of  these  concerns,  we  urge  the  Members 
of  the  committee  and  subcommittee  to  support  authorization  and 
appropriation  for  the  Competitive  Communities  program. 

Thank  you. 

Mr.  Wise.  Thank  you. 

Mr.  Stafford. 

Mr.  Stafford.  Mr.  Chairman,  it  is  a  pleasure  to  be  asked  to 
present  the  Trade  Development  Alliance  of  Greater  Seattle  to  the 
subcommittee. 

The  economic  challenges  confronting  this  committee,  your  com- 
munity and  Seattle  are  the  same.  How  can  we  create  jobs  and  eco- 
nomic vitality  in  today's  extremely  competitive  global  economy? 
How  can  we  develop  competitive  communities? 

I  guess  I  bring  the  outward  perspective  to  the  hearing.  Also,  we 
may  be  successful  in  Seattle,  I  learned  this  morning,  because 
Nintendo  of  the  United  States  has  headquarters  in  our  region. 

The  Seattle  experience  might  be  instructive,  although  I  have 
learned  in  my  prior  employment,  from  traveling  throughout  the 
country  with  three  different  Seattle  mayors,  no  community  has  a 
corner  on  innovation.  Our  city,  region  and  State  are  the  most  trade 
dependent  in  the  country. 

A  recent  U.S.  Department  of  Commerce  report  placed  Washing- 
ton State  with  less  than  5  million  people  as  fourth  in  trade,  behind 
only  California,  New  York  and  Texas.  It  is  estimated  that  one  in 
five  jobs  in  our  State  are  directly  tied  to  trade.  This  is  partly  be- 
cause of  Boeing,  Microsoft,  and  the  fact  that  our  ports  in  Tacoma 
and  Seattle  are  the  second  largest  container  load  center  in  the 
United  States. 

Mr.  Chairman,  the  Greater  Seattle  area's  civic  leadership  has 
given  serious  thought  to  international  competitiveness  and  other 
related  issues  for  many  years.  The  mayor,  county  executive  and 
Greater  Seattle  Chamber  of  Commerce  annually  conduct  intercity 
study  visits  to  different  regions  of  the  country.  The  purpose  is  to 
learn  how  other  metropolitan  areas  confront  issues  that  are  facing 
the  Greater  Seattle  region. 

The  theme  of  our  trip  to  Atlanta  in  1991  was  international  com- 
petitiveness. In  the  following  year,  we  felt  we  needed  to  go  abroad. 
Seventy-four  community  leaders  went  to  Amsterdam,  Rotterdam 
and  Stuttgart.  We  examined  the  strategy,  organization,  infrastruc- 
ture and  educational  programs  in  three  cities,  meeting  with  rep- 
resentatives of  organizations  that  have  been  in  the  world  trade 
business  for  decades,  and  visiting  cities  that  have  been  involved  in 
international  trade  for  centuries. 

During  this  trip  we  learned  the  degree  to  which  trade  and  eco- 
nomic issues  permeated  their  local  decision  making.  The  most  sig- 
nificant lesson  was  the  importance  of  a  shared  vision  between  gov- 
ernment and  business  on  economic  policy  and  the  organizational 
ability  to  implement  decisions. 

This  year  we  continued  to  study  our  customers  and  competitors 
by  visiting  the  Kansai  region  of  Japan.  This  visit  allowed  us  to 
compare  an  Asian  model  with  our  experiences  in  Atlanta  and  Eu- 
rope. Our  delegation  of  over  70  was  led  by  Gary  Severson,  chair  of 
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the  Alliance  Executive  Board.  The  delegation  including  the  Mayor, 
and  the  Japan-America  Society,  and  we  saw  infrastructure  invest- 
ments costing  billions  of  dollars  including  airports,  public  transpor- 
tation and  world  trade. 

Listening  to  the  hearing  this  morning,  the  presentation  that  we 
had  in  Osaka  was,  their  10-year  plan  has  900  projects.  That  is  just 
one  region  of  Japan,  with  a  price  tag  of  $350  billion. 

From  this  trip  and  a  follow-up  meeting,  Doug  Bieghle  from 
Boeing's  remark  was  that  world-class  companies  require  world- 
class  cities. 

It  is  in  this  environment  that  the  business  leaders  and  public  of- 
ficials are  working  to  maintain  economic  competitiveness.  We  have 
many  strengths,  and  certainly  being  home  to  the  headquarters  of 
Boeing  and  Microsoft  are  certainly  helpful.  Our  region  possesses 
many  environmental,  biotechnology  and  advanced  technology  com- 
panies that  will  form  the  basis  of  a  knowledge-based  economy  of 
the  21st  Century. 

Seattle's  traditional  manufacturing  industries,  like  aerospace  and 
our  growing  high-technology  sectors,  have  developed  successfully  in 
our  region  primarily  because  of  four  factors:  our  infrastructure;  our 
geographic  location  at  the  crossroads  of  international  trade;  our 
educational  system;  and  our  quality  of  life. 

We  have  touched  earlier  on  the  port.  Our  location  is  important. 
The  newest  twist  in  our  location  is  the  opening  up  of  Russia.  Presi- 
dent Yeltsin  will  be  visiting  our  city  next  week. 

The  third  is  education,  and  certainly,  as  touched  on  earlier,  the 
importance  of  having  key  universities  are  important  to  the  future 
economy — good  universities,  research  universities.  And  these  as- 
sets, education,  infrastructure,  and  combined  with  a  fourth  ele- 
ment, quality  of  life,  have  helped  us  attract  a  good  work  force. 

But  these  assets  by  no  means  guarantee  our  economic  future. 
Like  every  region  in  this  Nation,  rural  and  urban,  Seattle  is  chal- 
lenged. Every  week  international  delegations,  organizations,  indi- 
vidual firms,  visit  our  area  attempting  to  relocate  businesses  and 
jobs. 

We  have  become  very  sophisticated.  Our  region  has  worked  to 
maintain  our  positions.  Our  cities  and  regions  are  challenged,  and 
we  must  maintain  our  infrastructure,  particularly  our  transpor- 
tation systems  and  our  quality  of  life. 

We  must  acknowledge  that  in  our  society,  for  individuals  to  com- 
pete, they  are  the  ones  who  must  close  the  doors  if  they  don't  suc- 
ceed. They  compete  in  the  context  of  national  and  local  policy  that 
sets  the  climate  for  economic  activities,  and  small  and  mid-sized 
companies  are  recipients  of  services  provided  by  Federal  and  State 
governmental  agencies  and  organizations  like  ours. 

Getting  to  the  request  to  hear  a  little  bit  about  the  alliance,  the 
formation  of  our  alliance  represents  ground-breaking  thinking  in 
our  community  on  the  part  of  the  alliance's  founding  partners.  It 
came  about  largely  because  we  had  an  executive  director  in  the 
Port  of  Seattle  who  came  from  and  had  been  the  deputy  director 
of  the  Port  of  Rotterdam,  and  he  clearly  recognized  the  fragmented 
nature  of  our  regions  trade  promotion  efforts. 

His  observations  came  to  the  attention  of  the  president  of  our 
chamber,  and  that  led  to  our  organization  being  formed,  which  is 


108 

a  partnership  of  the  Port  of  Seattle,  the  City  of  Seattle,  King  Coun- 
ty organized  labor  and  the  Greater  Seattle  Chamber  of  Commerce, 
where  we  are  located.  We  have  a  17-member  executive  board  rep- 
resenting those  interests. 

We  work  to  promote  international  trade  and  investment,  by  en- 
hancing our  activities  in  targeted  markets.  We  help  to  create 
awareness  of  our  community  and  the  importance  of  international 
commerce.  We  host  in-bound  trade  missions,  connecting  with  local 
partners.  We  organize  out-bound  missions.  We  prepare  materials 
that  allow  firms  to  enhance  their  marketing  efforts. 

We  helped  manage  the  APEC  meeting  that  Clinton  was  at  in  Se- 
attle last  year.  We  hosted  the  first  North  American  Free  Trade 
Agreement  talks.  We  are  now  an  international  press  center.  We 
just  completed  a  mission  to  Southeast  Asia. 

Mr.  Chairman,  the  Subcommittee  on  Economic  Development  is 
working  to  make  all  American  communities  competitive.  The  alli- 
ance is  working  to  enhance  the  competitiveness  of  our  region  in 
partnership  with  other  areas  of  our  state.  We  also  sell  or  market 
our  State's  agricultural  trade  fair. 

U.S.  Secretary  of  Commerce  Ron  Brown  has  proposed  a  new  pro- 
gram, Creating  Competitive  Communities.  This  program,  outlined 
in  his  testimony,  will  offer  financial  resources.  The  bill  will  support 
and  attract  locally  competitive  businesses  to  distressed  areas. 

Our  international  competitors  use  public  funds  to  direct  the  in- 
vestment flows.  Building  a  stronger  economic  base  in  the  distressed 
sections  of  our  community  is  a  paramount  priority  with  our  mayor. 
Creation  of  a  tool  that  focuses  on  enhanced  marketability  in  par- 
ticular areas  will  facilitate  the  implementation  of  specific  plans. 

A  globally  competitive  business  requires  the  work  force  structure, 
business  climate  and  trade  services  that  will  allow  it  to  survive. 
The  Greater  Seattle  region  is  one  just  completing  a  strategy 
project,  with  the  cooperation,  again,  of  government,  business  and 
labor,  that  does  focus  on  one  of  the  criteria,  which  is,  does  the  sec- 
tor benefit  economically  disadvantaged  individuals  or  distressed 
areas. 

Thank  you,  Mr.  Chairman,  and  Members  of  the  Subcommittee  on 
Economic  Development,  for  the  opportunity  to  present  the  Trade 
Alliance.  We  are  continuing  our  mission  to  promote  our  region 
internationally,  and  we  learned  a  number  of  lessons.  Foremost  is 
that  in  today's  world  of  global  linkages,  what  is  happening  in  a 
P.T.  PAL  shipyard  in  Surabaya,  Indonesia  affects  shipbuilding  jobs 
in  our  neighborhoods  in  Seattle. 

Thank  you. 

Mr.  Wise.  Thank  you. 

Mr.  Fina,  it  is  interesting,  Mr.  Hirschfeld  has  written  a  best-sell- 
ing book  on  mastering  video  games.  I  suspect  you  are  the  one  who 
pulls  all  these  programs  together. 

Mr.  Fina.  I  put  the  plug  in. 

Good  afternoon,  Mr.  Chairman.  I  am  Robert  Fina,  a  Vice  Presi- 
dent with  the  Philadelphia  Industrial  Development  Corporation, 
PIDC,  the  private,  nonprofit  economic  development  arm  of  the  City 
of  Philadelphia.  PIDC  was  formed  as  a  joint  venture  by  the  city 
and  the  Greater  Philadelphia  Chamber  of  Commerce  35  years  ago. 
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I  would  like  to  begin  by  directly  but  briefly  describing  what  the 
PIDC  does. 

PIDC  offers  a  number  of  economic  development  programs  and  fi- 
nancial assistance  programs  to  retain  and  expand  employment  op- 
portunities in  and  generate  tax  revenue  for  the  city.  In  1993, 
PIDC's  direct  lending  programs,  which  provide  below-market  inter- 
est rate  loans,  usually  in  subordinated  lien  positions,  assisted  54 
businesses  and  community  development  corporations  with  $23.5 
million  of  public  loans  and  with  total  project  cost  of  $108  million. 
These  projects  retained  2,196  jobs  and  have  or  will  create  856  jobs. 

This  is  not  in  my  written  testimony,  but  I  would  like  to  indicate 
that  Philadelphia  has  lost,  since  1987,  107,000  jobs.  At  this  rate, 
it  would  take  us  many  years  to  get  back  to  the  level  of  employment 
as  back  in  1987. 

As  I  indicated,  the  nature  of  our  programs  is  usually  to  provide 
second  mortgage  loans,  in  most  cases  at  interest  rates  at  half  of 
prime  with  the  median  average  range  of  the  loan  amount  between 
$200,000  and  $600,000.  PIDC  administers  14  loan  programs  from 
a  variety  of  funding  sources,  including  Federal,  State  and  city. 

I  will  not  describe  any  examples  of  these  programs,  but  will  de- 
scribe PIDC's  newest  program.  The  Defense  Conversion  Fund  was 
created  to  help  firms  impacted  by  changes  in  the  defense  industry, 
including  the  announced  closing  of  the  Philadelphia  Naval  ship- 
yard. By  year's  end,  two  transactions  should  settle  and  three  more 
should  be  approved. 

This  program  was  capitalized  with  funding  from  the  Economic 
Development  Administration  with  originating  funds  from  the  De- 
partment of  Defense. 

Mr.  Wise.  I  hate  to  interrupt  you,  and  I  apologize.  I  am  going 
to  have  to — there  is  an  emergency  that  has  come  up  on  the  Floor. 

We  are  searching  to  get  someone  who  can  conduct  and  finish  this 
hearing,  and  that  should  be  very  shortly.  I  apologize.  I  am  going 
to  have  to  recess  this  hearing  until  that  happens. 

[Recess.] 

The  Chair  [presiding].  Mr.  Fina,  you  were  rudely  interrupted  in 
the  middle  of  your  sentence,  I  guess,  because  Chairman  Wise  had 
to  get  over  to  the  Floor  with  a  bill  that  is  on  right  now.  So  if  you 
would  go  ahead  with  your  testimony. 

Mr.  Fina.  I  will,  Mr.  Chairman.  Thank  you  for  coming  back  and 
allowing  us  to  continue.  I  am  pleased  to  see  that  Congress  is  work- 
ing so  diligently  when  I  begin  to  speak  and  the  room  clears  out  on 
a  much  more  important  issue.  But  the  Competitive  Communities  is 
also  important,  and  I  am  pleased  that  you  are  back  with  us. 

I  represent  Philadelphia  Industrial  Development  Corporation, 
PIDC,  the  private  nonprofit  economic  development  arm  of  the  City 
of  Philadelphia.  PIDC  administers  about  14  loan  programs,  and 
those  programs  are  funded  from  a  variety  of  sources,  including 
Federal,  State  and  city  programs. 

One  of  the  PIDC  newest  programs,  I  was  discussing,  was  the  De- 
fense Conversion  Fund. 

This  was  created  to  help  firms  impacted  by  changes  in  the  de- 
fense industry,  including  the  announced  closing  of  the  Philadelphia 
Naval  Shipyard.  We  assist  businesses  at  the  Navy  Yard,  as  well  as 
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trying  to  create  job  opportunities  for  workers  from  the  Navy  Yard 
who  may  have  lost  employment. 

Two  of  PIDC's  more  creative  programs  are  the  Neighborhood  De- 
velopment Fund  and  the  Southeastern  Pennsylvania  Export  Con- 
sortium. The  Neighborhood  Development  Fund  is  a  financing  pro- 
gram designed  to  respond  to  the  need  for  public  investment  capital 
in  community  economic  development  projects  to  foster  economic 
growth  in  distressed  areas  of  Philadelphia.  The  Neighborhood  De- 
velopment Fund  provides  gap  financing  for  projects  that  involve  a 
community  development  corporation,  or  are  sponsored  and  sup- 
ported by  a  community  wherein  the  project  is  located.  Modeled 
somewhat  after  the  Federal  UDAG  program,  a  Neighborhood  De- 
velopment Fund  project  would  have  to  demonstrate  the  need  to  ac- 
cess additional  capital  financing  to  ensure  its  ultimate  and  sus- 
tained success. 

However,  the  program  is  a  shallow  subsidy  effort  to  encourage 
private  investment,  not  replace  it  in  typically  high-risk  areas  of  the 
city.  Since  my  written  testimony  has  some  explanations  of  the  de- 
tails of  that  program,  as  well  as  some  examples,  I  will  move  on  and 
discuss  the  consortium. 

The  Southeastern  Pennsylvania  Export  Consortium  is  a  five- 
county,  12-member  association  of  economic  development  organiza- 
tions in  Philadelphia,  Bucks,  Montgomery,  Chester  and  Delaware 
Counties  of  Pennsylvania.  It  is  dedicated  to  the  promotion  and  ex- 
pansion of  export  opportunities.  The  export  consortium  represents 
an  unprecedented  level  of  voluntary  cooperation  and  coordination 
among  the  12  consortium  members  to  direct  existing  resources  and 
leverage  new  resources  for  one  specific  objective,  increasing  the 
ability  of  southeastern  Pennsylvania  companies  to  identify,  pene- 
trate and  be  competitive  in  global  markets. 

The  primary  goal  of  the  Consortium  is  to  provide  the  necessary 
services  to  assist  small-  and  medium-sized  manufacturers  to  de- 
velop potential  global  markets.  The  consortium  attempts  to  link  a 
potential  exporter  with  the  appropriate  local  service  provider  to  en- 
sure the  exporter  has  the  necessary  business,  marketing  and  finan- 
cial programs  to  undertake  a  successful  export  strategy.  Three 
principal  services  are  provided  by  the  Consortium,  and  they  are  fi- 
nancial, consulting  and  seminars;  and  because  I  was  asked  to  be 
brief,  I  won't  provide  the  details  that  are  in  my  written  testimony 
about  those  three  elements.  But  I  will  be  pleased  to  answer  ques- 
tions. 

At  this  point,  I  will  basically  conclude  my  testimony  by  stating 
that  in  consideration  of  the  Competitive  Communities  concept, 
PIDC's  view  would  be  for  a  program  to  be  structured  that  reduces 
the  uncertainty  to  the  ultimate  borrower  and  the  amount  of  work 
required  by  the  local  public  entity  and  yet  have  some  ability  to  ad- 
dress the  uneven  capabilities  of  community  development  corpora- 
tions. None  of  the  programs  administered  by  PIDC  provides  a  blue- 
print for  the  Competitive  Communities  Program.  However,  some  of 
their  elements  may  be  helpful  as  you  refine  the  design  of  the  pro- 
gram. 

Respectfully,  I  would  suggest  that  two  issues  be  considered.  Any 
program  that  intends  to  fund  at  a  national  or  even  regional  level, 
individual  transactions  for  competitive  growth  businesses,  particu- 
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larly  in  manufacturing,  should  maximize  the  degree  of  predict- 
ability and  minimize  the  process  time. 

Secondly,  any  program  that  its  goal  is  to  involve  a  wide  range 
of  local,  community-based  groups  with  uneven  capabilities  needs  to 
begin  to  interact  at  the  local  level.  If  it  is  not,  then  conceivably  only 
the  stronger,  more  experienced  groups  will  be  able  to  compete. 

Mr.  Chairman,  it  was  my  honor  to  be  here  today.  I  thank  you 
for  the  invitation.  On  behalf  of  PIDC  and  Mayor  Ren  dell  of  the  City 
of  Philadelphia,  I  would  be  pleased  to  answer  any  questions  and/ 
or  continue  to  work  with  the  committee  and  the  Economic  Develop- 
ment Administration  on  this  important  program. 

Thank  you. 

The  Chair.  Thank  you  very  much,  Mr.  Fina. 

Let  me  first  of  all  ask  you,  Mr.  Fina.  Like  Mr.  Rychnowski,  you 
have  described  how  complex  projects  can  be.  Do  most  urban  areas 
have  the  intermediary  capacity  to  carry  out  the  business  financing 
projects  that  are  proposed  in  the  Competitive  Communities  Pro- 
gram? 

Mr.  Fina.  I  think  there  is  a  qualified  yes  to  that  question,  Con- 
gressman. The  answer  would  be  yes,  provided  that  the  administra- 
tive time  and  effort  and  cost  to  implement  that  program  is  not  ex- 
cessive. Philadelphia  is  a  large  city  that  has  many  economic  devel- 
opment programs,  but  has  many  problems  and  many  businesses 
needing  assistance.  And  we  have  limited  resources  that  the  public 
can  bring  to  bear  on  those  efforts.  If  a  program  is  too  complex  and 
too  complicated,  it  will  sit  on  a  shelf;  and  we  would  approach  an- 
other program  that  may  be  available,  maybe  not  as  perfect,  to  solve 
a  problem. 

The  Chair.  So  you  take  the — which  one  do  you  pick  up  first 
when  you  have 

Mr.  Fina.  Well,  very  simply,  we  go  with  the  simplest  program 
that  requires  the  least  amount  of  effort  for  the  biggest  impact. 
What  I  have  learned  of  the  Competitive  Communities  Program,  it 
sounds  very  good,  but  it  needs  to  have  flexibility  in  order  to  operate 
effectively  in  the  cities,  in  a  city  like  Philadelphia. 

The  Chair.  "Flexibility"  meaning  looking  at  what  kind  of  factors? 

Mr.  Fina.  Well,  one  thing  it  would  be,  I  think  it  was  mentioned 
by  the  panel  previously  that  the  funding  would  be  most  beneficial 
to  go  to  equity  endeavors  in  a  project,  not  just  debt.  That  is  very 
important;  many  projects  need  an  equity  infusion.  And  the  second 
thing  is  that  the  local  development  corporations  many  times  will  be 
the  most  effective  entity  in  providing  debt,  not  creating  a  new  en- 
tity or  an  entity  that  has  not  done  other  economic  development  or 
housing  programs  in  a  city  or  in  a  region  that  asks  them  to  take 
on  a  new  effort. 

The  Chair.  Let  me  ask  the  panel  then,  Mr.  Hirschfeld  as  well  as 
Mr.  Stafford,  from  what  I  can  gather,  for  this  program  to  be  effec- 
tive, funding  decisions  will  need  to  be  made  quickly  by  both  the 
Secretary  and  the  intermediary  grant  recipients.  Assume  you  give 
the  Secretary  60  days  to  review  all  applications  and  make  the 
funding  decisions,  and  you  give  the  intermediary  grant  recipients 
90  days  to  find  the  businesses  that  they  have  identified  in  their  ap- 
plications. 
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Are  those  60-  and  90-day  deadlines  reasonable  for — or  especially 
for  the  90  days,  is  that  90  days  reasonable  for  intermediaries  to 
complete  these  transactions? 

Mr.  HiRSCHFELD.  I  would  say,  Mr.  Chairman,  that  it  depends  on 
the  particular  area  and  the  particular  industry  that  is  being  ad- 
dressed. In  some  cases,  New  York  City,  for  example,  may  be  pretty 
far  along  in  planning  for  a  particular  area.  There  may  be  some  in- 
dustry already  there  which  would  create  logical  alternatives  for 
new  industry  to  come  in,  new  enterprises  to  be  begun.  In  other 
cases,  however,  the  characteristics  of  the  area  and  the  stage  at 
which  the  planning  for  the  area  is  reached  may  require  more  than 
90  days  for  us  to  come  up  with  a  viable  plan  which  we  can  present 
to  the  Federal  Government. 

Mr.  Wise.  Mr.  Stafford. 

Mr.  Stafford.  Well,  just  that  the — as  the  Assistant  Secretary 
said,  that  they  were  going  to  require  a  planning  process  prior  to 
participating  in  the  actual  grant  process.  So  in  theory  then,  if  you 
have  got  the  planning  process  then,  as  required,  that  90  days 
should  be  sufficient  to  do  an  actual  application,  if  that  is  a 
prerequirement. 

The  Chair.  Mr.  Fina. 

Mr.  Fina.  I  would  agree  with  my  colleagues  that  I  think,  depend- 
ing on  the  business  and  the  type  of  industry  you  are  dealing  with, 
whether  the  90  days  would  be  sufficient  and  the  60  days  would  be 
sufficient.  An  example,  with  local  community  development  corpora- 
tions within  the  City  of  Philadelphia,  within  the  Neighborhood 
Fund  Program  that  I  talked  about,  the  type  of  projects  that  they 
do  are  mostly  real  estate,  the  nature  of  those  projects  are  real  es- 
tate and  require  a  lot  of  lead  time  and  a  lot  of  public  project  man- 
agement on  that  project  to  assist  that  community  development  cor- 
poration. So  it  really  depends  on  the  sophistication  of  the  organiza- 
tions involved. 

The  Chair.  Mr.  Fina,  one  of  the  things  you  said  was  that  rather 
than  loans,  you  thought  that  equity  investments  ought  to  be  con- 
sidered. 

Mr.  Fina.  Yes,  sir. 

The  Chair.  Under  the  present  legislation,  though,  as  I  under- 
stand it,  equity  investments  would  not  be  allowed.  So  you  are  sug- 
gesting that  this  ought  to  be  expanded  in  terms  of  this  flexibility 
that  you  are  mentioning. 

Mr.  Fina.  Yes,  I  would.  I  would  suggest  that  there  are  other  cre- 
ative ways  to  deal  with  a  debt,  such  as  nonamortizing  loans  that 
are  subordinated,  that  have  limited  collateral  and  that  have  few 
reasons  to  call  the  loan,  that  in  effect  function  as  equity  in  a 
project  and  then  have  something  on  the  up  side  for  the  lender  by 
having  participation  in  the  project.  So  the  loan  would  function  very 
much  like  equity,  so  you  can  structure  it  in  such  a  way  to  do  that 
if  the  regulations  permit  that. 

The  Chair.  In  the  last  administration,  as  I  recall,  Greg  Fields  got 
fired  by  the  President  because  he  had  made  an  equity  investment 
in  a  high-tech  company  in  our  own  area  of  the  Silicon  Valley  when 
he  was  the  head  of  DARPA,  the  Defense  Advanced  Research 
Projects  Administration.  He  saw  this  very,  very  worthwhile  pro- 
gram— project,  thought  it  ought  to  include  some  equity  investment 
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on  the  part  of  DARPA.  That  was  interpreted  to  be  industrial  policy 
by  the  Bush  administration;  they  were,  of  course,  very  vehemently 
in  opposition  to  investment  policy  or  industrial  policy.  The  unfortu- 
nate outcome  was  that  Dr.  Fields  was  fired  as  the  head  of  DARPA. 

So  there  is  a  sensitivity  that  we  have  around  here  about  equity 
investments  as  compared  to  loans  and  grants. 

Well,  let  me  ask  the  panel,  it  appears  that  the  panel  members 
agree  that  financing  high-growth  businesses  in  distressed  commu- 
nities is  an  entirely  appropriate  role  for  the  Federal  Government. 
Will  revitalizing  our  inner  cities  help  us  better  compete  in  the  glob- 
al marketplace?  Does  anybody  wish  to  start  off  on  that? 

Mr.  Stafford. 

Mr.  Stafford.  Well,  I  think  in  our  inner  city  it  does,  because  our 
inner  city  has  a  number  of  groups  that  are  not  just  Asian  groups, 
and  lot  of  our  employment  are  some  of  our  recent  immigrants  from 
Southeast  Asia,  China;  and  what  we  have  been  trying  to  do  is  to 
connect  with  the  growth  of  Asian  trade  some  of  those  groups  to  the 
trade  flows  with  the  language  skills  and  the  cultural  skills.  So  I 
think  at  least  in  our  community — there  are,  I  think,  other  cities  in 
the  United  States  that  have  specific  groups  that  can,  in  fact,  get 
involved  in  businesses  that  are  engaged  actually  in  trade,  not  just 
in  producing  things  for  trade,  or  connected  to  company  subcontrac- 
tors which,  in  fact,  are  involved  in  trade. 

So  I  think  it  is  very  possible,  particularly  because  of  the  chang- 
ing nature  of  demographics  in  our  cities  and  the  changing  nature 
of  the  inner  cities. 

The  Chair.  I  am  sorry.  Mr.  Stafford,  did  you  say  that  that  is  a 
potential 

Mr.  Stafford.  It  is  a  potential  positive  factor  why  this  could 
work. 

Mr.  Hirschfeld.  I  would  agree  with  Mr.  Stafford's  comments.  I 
would  add  that  New  York  City  is  perhaps  quintessential  in  that  it 
combines  as  do  many  cities  in  the  country,  but  perhaps  to  a  greater 
degree,  an  unusual  degree  of  intellectual  firepower  with  a  large 
and  growing  pool  of  relatively  low-cost  labor,  in  part  because  of  re- 
cent immigration.  This  unusual  collocation  of  design  facilities  and 
other  intellectual  engines,  if  you  will,  with  the  actual  manufactur- 
ing ability,  could,  if  deployed  appropriately,  increase  the  region's 
and  the  country's  exports  not  only  across  the  Atlantic,  but  across 
the  Pacific  as  well. 

The  Chair.  Mr.  Fina. 

Mr.  Fina.  Yes,  I  would  again  agree  with  my  colleagues  that  I 
think  it  is  essential  for  Philadelphia  and  the  Southeastern  Penn- 
sylvania Export  Consortium — again,  that  is  that  five-county  consor- 
tium of  cooperation  between  the  counties — to  deal  with  the  com- 
petitive initiatives  of  businesses.  What  we  have  found,  sir,  is  that 
even  with  use  of  the  Export-Import  Bank,  which  provides  loan 
guarantees  and  direct  loans,  the  cost  of  the  transaction  is  very  ex- 
pensive, and  that  even  with  the  business  that  can  export,  we  have 
to  look  at  the  cost  of  the  borrowing  as  well  as  the  cost  of  the  trans- 
action. If  there  are  means  to  lower  that  cost  with  lower  interest 
loans  or  with  the  equities — the  investment  in  equities  I  have  talked 
about,  I  think  it  would  be  a  stimulus  to  more  exporting. 
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The  Chair.  What  would  you  define  in  Philadelphia  as  a  high- 
growth  business? 

Mr.  Fina.  By  way  of  example,  I  could  point  to  the  fact  that 
Agusta  Aviation,  Inc.  located  in  Philadelphia  a  number  of  years 
ago — Agusta  Aerospace  is  the  largest  manufacturer  of  airplanes 
and  helicopters  in  Italy,  it  located  a  division  in  Philadelphia,  that 
has  a — basically  an  export  facility  there  where  they  buy  merchan- 
dise made  in  America  and  they  ship  it  to  Italy  for  assembling  in 
their  planes.  And  just  before  I  came  to  Washington,  I  spoke  with 
one  of  the  officers  of  that  division  in  Philadelphia,  and  I  talked  to 
him  about  the  Competitive  Communities  concept  and  how  they 
would  respond  to  it.  And  they  responded  very  favorably.  They  think 
they  could  purchase  more  from  the  United  States,  as  opposed  to 
other  countries  in  the  world,  if  the  financing  was  stable  and  readily 
available  and  predictable  for  them. 

So  I  see  the  unusual  industry  of  an  aerospace  company  in  Phila- 
delphia. A  firm  that  is  going  around — basically  looking  around  the 
country  for  the  products  it  needs,  it  would  buy  more  American 
products,  it  was  indicated  to  me,  with  the  right  financing. 

The  Chair.  Counsel,  do  you  have  any  questions? 

Well,  let  me  thank  all  of  you  for  being  part  of  this  panel  and  for 
taking  the  time  from  your  own  busy  schedules  to  be  here  to  en- 
lighten us  in  terms  of  your  own  experience,  and  helping  us  to  in- 
crease our  ability  to  understand  what  we  ought  to  be  doing  with 
this.  Thank  you  very  much,  very  much. 

Say  hi  to  my  friends  in  Seattle. 

Let  me  at  this  time  call  on  panel  number  four,  Mr.  Erik  Pages, 
Policy  Manager,  a  group  called  BENS,  Business  Executive  for  Na- 
tional Security;  Mr.  Brad  Spahr,  the  President  of  HR  Textron  of 
Valencia,  California;  and  Mr.  Don  Nakamoto,  Research  Director  of 
the  International  Association  of  Machinists,  Valencia,  California. 
And  they  are  going  to  be  speaking  on  behalf  of  the  RAMP  program, 
Regional  Advanced  Manufacturing  Program. 

TESTIMONY  OF  ERIK  R.  PAGES,  PH.D.,  DIRECTOR  OF  THE  DE- 
FENSE TRANSITIONS  PROJECT,  BUSINESS  EXECUTIVES  FOR 
NATIONAL  SECURITY  [BENS];  BRAD  SPAHR,  PRESIDENT,  HR 
TEXTRON  INC.,  AND  DON  NAKAMOTO,  RESEARCH  DIRECTOR, 
INTERNATIONAL  ASSOCIATION  OF  MACHINISTS  AND  AERO- 
SPACE WORKERS,  DISTRICT  725,  ON  BEHALF  OF  THE  RE- 
GIONAL ADVANCED  MANUFACTURING  PROJECT  [RAMP],  VA- 
LENCIA, CA 

The  Chair.  Let  me  first  of  all  bring  greetings  from  a  very,  very 
fine  board  member  of  yours,  Mr.  Pages,  who  is  a  resident  of  my 
congressional  district,  Enid  Allison;  and  I  just  happened  to  see  her 
this  last  weekend  and  mentioned  that  you  were  going — someone 
from  BENS,  at  the  time  I  had  forgotten  who  it  was  going  to  be,  but 
I  saw  her,  so  she  said,  well,  whoever  is  there  from  BENS,  give 
them  my  best. 

Mr.  Pages.  Thanks,  Mr.  Chairman. 

The  Chair.  All  right.  Mr.  Pages,  if  you  would  like  to  start. 

Mr.  Pages.  Thank  you  very  much  for  inviting  me  to  join  you  here 
today.  I  am  Director  of  the  Defense  Transition  Project  at  Business 
Executives  for  National  Security,  BENS.  BENS  is  a  national,  non- 
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partisan  organization  of  business  leaders  dedicated  to  cost-effective 
national  security  policies. 

I  commend  you  for  holding  hearings  on  the  Department  of  Com- 
merce's new  Competitive  Communities  initiative.  BENS  is  inter- 
ested in  today's  discussion  because  of  our  work  in  promoting  both 
successful  diversification  by  defense  businesses  and  the  effective 
reuse  of  closed  military  bases. 

In  our  view,  defense  conversion  does  not  require  a  complicated 
technological  fix.  What  we  need,  however,  is  an  effective  approach 
to  community  economic  development.  Given  this  view,  we  feel 
strongly  that  the  EDA  and  this  subcommittee  must  play  an  impor- 
tant leadership  role  in  developing  new  Federal  defense  reinvest- 
ment initiatives. 

I  am  in  a  little  different  role  from  other  folks  that  have  been  here 
to  testify  this  morning  and  this  afternoon.  I  do  not  directly  run  pro- 
grams at  the  local  level.  So  what  I  thought  I  would  do,  instead,  is 
try  to  present  this  subcommittee  with  some  lessons  from  successful 
defense  conversion  programs  that  we  have  examined  from  across 
the  country,  and  then  point  to  some  ways  that  the  Competitive 
Communities  initiative  might  be  able  to  tap  into  this. 

When  we  have  looked  at  the  initiatives  from  across  the  country 
run  by  the  State,  local,  public  or  private  sector,  we  have  gleaned 
out  what  I  think  are  four  lessons  of  successful  programs.  The  first 
one  is  the  need  for  wide  community  participation.  The  second  is  the 
need  for  public-private  partnerships.  The  third  is  a  focus  on  busi- 
ness development;  and  the  fourth  is  a  strategic  focus  on  a  vision 
for  the  future.  Let  me  discuss  each  of  these  in  a  little  bit  greater 
detail,  and  I  will  summarize  my  remarks. 

The  first  lesson  we  found  is  the  need  for  wide  community  partici- 
pation. This  is  especially  important  for  community-based  economic 
development,  and  particularly  for  communities  that  are  seeking  to 
recover  from  the  closure  of  neighboring  military  bases.  I  cannot 
overstate  the  importance  of  soliciting  input  from  the  entire  commu- 
nity prior  to  the  development  of  plans  for  base  reuse  and  redevelop- 
ment. In  nearly  all  of  the  examples  of  successful  base  reuse,  such 
as  England  Air  Force  Base  in  Alexandria,  Louisiana,  and  the  Wil- 
liams Air  Force  Base  in  Mesa,  Arizona,  political  leaders  relied  on 
wide  community  input  in  the  creation  of  their  redevelopment  plans. 
Such  input  expands  the  range  of  potential  redevelopment  options 
and,  more  importantly,  creates  political  momentum  in  support  of 
the  community's  final  redevelopment  decisions. 

The  second  lesson  we  found  is  the  importance  of  partnership  be- 
tween the  private  and  public  sectors.  Government  cannot  mandate 
conversion  from  above;  that  is  a  recipe  for  certain  failure.  Instead, 
public  officials  must  help  create  economic  development  strategies 
based  on  the  guidance  needs  and  resources  of  the  private  sector 
and  other  affected  parts  of  the  community.  Let  me  again  point  to 
some  lessons  based  on  our  analysis  of  base  closure  experiences. 

One  of  the  country's  model  programs  for  recovering  from  defense 
cutbacks  and  base  closure  is  located  in  Fort  Worth,  Texas,  where 
there  have  been  cutbacks  at  the  Lockheed  plant,  formerly  General 
Dynamics  plant,  and  also  the  closure  of  Carswell  Air  Force  Base. 
In  this  case  Kay  Grainger,  the  Mayor  of  Fort  Worth,  took  the  lead 
in  forging  a  community  response. 
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But  after  her  initial  input,  the  real  leaders  of  this  effort  have 
been  the  business  community,  ranging  from  small  businesses  to 
large  firms  which  include  Lockheed-Fort  Worth,  Burlington  North- 
ern and  BankOne.  These  companies  now  have  formed  an  economic 
diversification  board  which  is  developing  a  new  economic  vision  for 
Fort  Worth.  While  the  work  is  still  ongoing,  many  of  the  proposals 
such  as  creation  of  one-stop  shopping  for  business  assistance  and 
the  export  promotion  plan,  all  of  these  align  closely  with  the  EDA's 
Competitive  Communities  proposal. 

The  third  lesson  we  found  is  the  importance  of  focusing  on  busi- 
ness development;  that  is,  creating  new  businesses  and  making  ex- 
isting companies  more  competitive.  There  are  a  number  of  effective 
State  and  local  programs  that  do  this  and  we  have  heard  from 
many  of  them  earlier,  but  Washington  has  not  done  a  very  good  job 
in  terms  of  supporting  this  type  of  activity.  Indeed,  the  absence  of 
business  development  initiatives  is  the  most  glaring  weakness  of 
the  Clinton  administration's  Federal  reinvestment  programs.  In 
our  view,  these  defense  reinvestment  initiatives,  particularly  the 
Technology  Reinvestment  Project,  placed  far  too  much  emphasis  on 
funding  R&D  for  emerging  technologies.  While  support  for  R&D  is 
necessary  to  ensure  future  military  and  economic  strength,  this  is 
a  long-term  proposition.  R&D  funding  does  little  over  the  short 
term  to  aid  adjustment  for  defense-dependent  communities  and 
companies. 

We  feel  that  expanded  investment  in  support  of  small  business 
incubators,  business  development  services,  marketing  assistance 
and  new  types  of  financing  mechanisms,  including  equity  financing, 
will  provide  a  much  more  effective  means  of  easing  adjustments  for 
these  communities,  companies  and  workers. 

My  final  lesson,  the  need  for  compelling  future  vision,  includes 
components  of  all  of  the  previous  three  points.  Creating  a  vision  for 
the  future  sounds  simple  in  theory,  but  in  practice  the  process  can 
be  fraught  with  complications.  This  is  especially  true  for  commu- 
nities facing  major  economic  dislocations.  When  faced  with  a  major 
layoff  or  closure  of  a  military  base,  communities  often  simply  ask, 
how  can  we  replace  lost  jobs? 

Instead  of  searching  for  this  quick  fix,  what  they  should  be  ask- 
ing is,  what  types  of  economic  activity  do  we  want  in  our  commu- 
nity and  what  can  we  do  to  attract  them?  And  these  strategic  vi- 
sions are  especially  important  for  community  economic  develop- 
ment. Again,  I  can  point  to  the  base  closure  process;  and  an  exam- 
ple that  I  am  sure  you  know  well,  Mr.  Mineta,  is  the  course  of  Fort 
Ord  near  Monterey,  California. 

In  this  case,  the  community  decided  to  capitalize  on  their 
strengths  in  education,  maritime  sciences  and  R&D,  and  they  have 
been  very  successful  in  bringing  in  a  new  branch  campus  of  Califor- 
nia State  University  and  creating  a  new  technology  center  for  envi- 
ronmental monitoring  and  assessment. 

Mr.  Chairman,  we  feel  that  the  EDA  has  the  potential  to  imple- 
ment new  defense  conversion  initiatives  based  on  these  lessons 
learned.  In  fact,  much  of  the  proposal  appears  to  be  based  on  simi- 
lar ideas.  However,  since  the  initiative  has  not  yet  been  completely 
finalized,  I  would  caution  that  the  EDA  still  needs  to  do  a  better 
job  of  providing  details  on  funding  sources  for  this  proposal,  the 
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relative  weighting  for  each  factor  in  the  competitive  selections  proc- 
ess and  providing  specific  examples  of  the  types  of  activities  to  be 
funded.  Nonetheless,  despite  these  caveats,  I  think  that  the  initia- 
tive could  make  a  significant  improvement  in  Federal  economic  de- 
velopment activities. 

Let  me  just  point  to  three  particular  aspects  of  the  plan  that  we 
feel  are  especially  promising  for  communities  affected  by  defense 
downsizing.  The  most  important  aspect  of  the  Competitive  Commu- 
nities proposal  is  its  emphasis  on  developing  strategies  to  make 
local  economies  more  competitive.  As  I  said  earlier,  support  for 
business  development  is  the  missing  link  in  Federal  defense  rein- 
vestment initiatives.  Now  these  tasks  are  often  not  as  politically 
sexy  as  funding  R&D  for  the  next  generation  technology,  but  under 
the  circumstances,  the  everyday  work  of  creating  new  businesses 
and  making  existing  businesses  more  competitive — that  is  the  key 
to  successful  defense  diversification.  We  think  that  EDA  can  make 
a  huge  contribution  in  this  area. 

The  second  good  component  of  Competitive  Communities  that  we 
favor  is  the  national  competition  among  a  variety  of  service  provid- 
ers. As  you  know,  EDA  has  traditionally  funded  programs  through 
public  service  providers  at  the  State  and  local  level.  Under  the  new 
plan,  funds  would  also  be  provided  to  nonprofit  development  orga- 
nizations. We  feel  that  this  competition  is  the  best  way  to  ensure 
that  we  pursue  a  host  of  different  experiments  tailored  to  the  needs 
and  to  the  future  visions  of  individual  communities. 

The  final  positive  aspect  of  the  Competitive  Communities  Pro- 
gram that  I  would  like  to  emphasize  is  the  development  of  the  cri- 
teria for  projects.  And  I  think  this  offers  three  specific  benefits. 
First  off,  EDA's  traditional  focus  on  distressed  areas  will  help 
broaden  the  range  of  communities  that  are  supported  by  Federal 
reinvestment  funds.  As  you  know,  the  big  winners  of  TRP  funds 
have  been  larger  defense  contractors  in  communities  with  high-tech 
industrial  bases.  Many  communities  have  been  left  out  of  this  proc- 
ess. We  are  hopeful  that  the  Competitive  Communities  Program 
will  help  get  support  to  these  communities  and  companies  that 
have  been  left  out  of  the  TRP. 

Second,  we  applaud  the  plan's  emphasis  on  job  creation  and  pro- 
motion of  new  economic  activity.  This  will  probably  get  more  serv- 
ices to  small-  and  medium-sized  businesses,  another  sector  that  has 
been  left  out  of  the  TRP. 

Finally,  we  applaud  the  requirement  for  detailed  business  plans. 
This  should  help  spur  strategic  thinking  and  help  ensure  limited 
dollars  for  the  communities  and  companies  with  the  greatest  pros- 
pects for  economic  recovery. 

I  will  close  here,  Mr.  Chairman,  and  just  say,  thank  you;  and  we 
look  forward  to  working  with  you  as  the  proposal  moves  forward. 

The  Chair.  All  right.  Thank  you  very,  very  much,  Mr.  Pages. 

Let  me  now  turn  to  Mr.  Spahr,  the  President  of  HR  Textron,  Inc. 
And  if  you  would  go  ahead  and  proceed  in  your  own  fashion,  Mr. 
Spahr. 

Mr.  Spahr.  Thank  you,  Mr.  Chairman. 

Chairman  Mineta,  on  behalf  of  all  of  the  team  members  associ- 
ated with  the  Regional  Advanced  Manufacturing  Program,  or 
RAMP,  we  thank  you  for  the  opportunity  to  appear  before  the  sub- 
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committee  and  especially  thank  you,  Chairman  Mineta,  and  the 
Public  Works  and  Transportation  Committee  for  your  efforts  to  en- 
sure that  projects  like  RAMP  become  a  reality. 

Being  here  in  Washington  to  support  a  Department  of  Commerce 
program  brings  the  RAMP  project  full  circle,  because  RAMP  was 
first  introduced  to  the  administration  when  Deputy  Secretary 
David  Barram  visited  our  facility  in  Valencia,  California,  and  rec- 
ognized RAMP's  potential  as  a  model  for  American  business  regen- 
eration. 

With  me  today  are  representatives  of  the  RAMP  team.  They  are, 
first  on  my  immediate  left,  Don  Nakamoto  of  the  International  As- 
sociation of  Machinists;  and  behind  me  from  my  right  to  my  left, 
Ken  Dozier  of  the  California  State  University  system;  Mark  Wiesel, 
the  Project  Manager  for  RAMP  at  HR  Textron;  Dick  Benson  of  the 
National  Laboratories;  and  finally,  Ken  Patton  of  Glendale  Commu- 
nity College.  Not  present  at  the  table,  but  certainly  with  us  in  spir- 
it are  the  30  small  business  suppliers  who  are  also  part  of  the 
RAMP  team. 

The  very  composition  of  this  group  shows  the  unique  way  in 
which  this  project  has  brought  together  the  private  sector,  orga- 
nized labor,  education,  and  with  your  help,  government. 

From  our  perspective,  RAMP  is  a  model  for  defense  aerospace 
companies  to  become  world  class  manufacturers,  serving  both  de- 
fense and  commercial  markets  on  a  global  basis.  In  order  to  do 
this,  we  believe  that  we  must  completely  reengineer  business  and 
production  processes,  introduce  new  tools,  and  redesign  the  roles 
and  relationships  of  HR  Textron,  our  employees,  and  our  suppliers. 
Now,  this  is  a  tough  challenge,  but  one  that  we  must  meet  if  the 
company  and  our  suppliers  are  to  adapt  to  the  global  marketplace 
of  the  2 1st  century. 

In  1990,  for  example,  our  company,  HR  Textron,  had  over  1,200 
employees.  Last  year  we  hit  a  low  point  of  just  over  700.  And  sur- 
vey data  indicate  that  job  loss  further  down  the  supplier  chain, 
such  as  the  small  businesses  that  we  rely  on,  was  even  greater. 
Managing  our  way  through  this  downturn  was  a  painful  process, 
but  it  made  us  realize  that  the  future  of  this  industry  depends  on 
moving  into  the  commercial  marketplace  and  forging  strategic  part- 
nerships with  our  work  force  and  our  suppliers  so  that  we  can  com- 
pete and  grow  and  win. 

At  the  core  of  RAMP  is  the  joint  effort  by  HR  Textron  and  our 
partners  to  guarantee  the  future  of  small-  to  medium-sized  manu- 
facturing in  America.  By  finding  commercial  uses  for  what  were 
once  military  technologies,  we  will  move  into  new  markets  and  gen- 
erate new,  quality  jobs.  The  technologies  HR  has  contributed  to 
RAMP  have  application  in  commercial  markets  with  potential  sales 
that  will  support  literally  hundreds  of  jobs. 

Out  of  RAMP  will  come  new  American-made  products  for  inter- 
national markets,  a  potent  combination  which  promises  high-pay- 
ing jobs  at  home  and  an  American  commercial  presence  abroad. 
But  most  of  all,  out  of  RAMP  will  emerge  defense  conversion  as  we 
believe  it  is  intended  to  be.  That  is  the  transformation  from  a  busi- 
ness dependent  on  government  contracts  to  a  balanced  enterprise 
that  can  meet  the  country's  defense  needs  and  also  compete  in  com- 
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mercial  and  international  markets  with  less  government  depend- 
ence. 

Making  the  transition  from  defense  to  commercial  markets  re- 
quires a  reengineered  work  force  and  a  modern  workplace.  Here  too 
lies  the  opportunity  for  unprecedented  cooperation.  In  addition  to 
the  technologies,  HR  is  supplying  classroom  facilities  for  the  work 
force  and  the  suppliers  to  be  trained  together,  as  well  as  prototype 
production  facilities  to  develop  products  and  processes.  The  IAM  is 
contributing  a  new  set  of  work  rules;  Cal  State,  Los  Angeles,  our 
university  partner,  addresses  the  issue  of  supplier  chain 
reengineering;  Glendale  College  will  provide  the  retraining  pro- 
grams and  personnel;  and  the  National  Laboratories  bring  a  port- 
folio of  environmental  and  energy-efficient  technologies.  This  com- 
bination of  resources  results  in  a  training  and  development  process 
that  is  workplace  based  and  permits  immediate  application  of 
newly  acquired  knowledge  to  a  state-of-the-art  work  setting. 

President  Clinton  has  said,  many  small  and  medium-sized  manu- 
facturing firms  in  the  U.S.  have  not  taken  advantage  of  new  tech- 
nologies either  because  they  are  unaware  of  them  or  because  they 
cannot  afford  them,  and  we  certainly  agree  with  that  statement. 
Many  of  our  suppliers  are  small  businesses  with  limited  capital 
and  resources  to  change  the  way  they  do  business.  They  are  not, 
by  nature,  agile,  flexible,  or  able  to  rapidly  adapt  to  changing  mar- 
kets; and  that  is  where  the  program  partnership  can  make  a  real 
difference.  With  its  training  and  development  facilities  and  tech- 
nologies, RAMP  affords  a  low-risk  research  and  test  environment 
that  will  nurture  and  support  change  and  improvements  in  the  way 
small  businesses  operate. 

Is  the  RAMP  concept  viable  as  a  portable  model  for  the  Economic 
Development  Administration?  Even  in  these  early  stages  of  devel- 
opment, the  project  has  attracted  inquiries  from  St.  Louis,  Fort 
Worth,  San  Diego,  Denver,  northern  California,  southern  California 
and  Washington  State  about  how  to  re-create  RAMP  in  their  areas. 
And  as  for  our  own  effort,  we  are  in  the  process  of  submitting  a 
grant  application  to  the  EDA,  an  agency  under  your  jurisdiction. 
With  EDA's  help  over  a  three-year  period,  we  know  the  Nation  will 
get  a  return  for  its  investment  in  the  form  of  jobs  and  improved 
competitive  capability. 

The  old  saying  goes  that  those  who  relive  history  are  condemned 
to  repeat  it.  Rather  than  relive  history,  our  mission  is  to  help  mold 
America's  future  by  changing  the  way  we  do  business.  With  your 
help,  we  will  succeed  and  become  a  model  for  change  in  the  defense 
industry.  But  first,  my  goal  is  to  leave  this  room  with  the  commit- 
tee engaged  and  committed  to  this  exciting  defense  conversion 
model. 

With  that  in  mind,  we  will  certainly  be  happy  to  answer  any  of 
your  questions  at  the  end  of  the  presentation,  and  for  now,  I  would 
like  to  introduce  to  you  Mr.  Don  Nakamoto  of  the  International  As- 
sociation of  Machinists  who  will  present  organized  labor's  view  of 
the  program. 

Don. 

Mr.  Nakamoto.  Thank  you,  Brad. 
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RAMP,  the  Regional  Advanced  Manufacturing  Project  based  in 
southern  California,  emerged  in  a  way  unique  among  economic  de- 
velopment projects. 

A  union,  the  machinists  union  in  southern  California,  joined  to- 
gether with  one  of  its  companies,  HR  Textron,  a  medium-tier  de- 
fense supplier,  to  overcome  the  crisis  of  rapidly  disappearing  de- 
fense jobs  and  business. 

The  district  union's  membership,  at  12,000  when  I  joined  the 
union  in  1988,  has  plummeted  to  2,000.  At  HR  Textron,  the  union 
has  lost  43  percent  of  its  membership  from  1990  to  1993.  During 
the  same  period,  HR  Textron  lost  33  percent  of  its  business,  mostly 
military  sales.  We  found  that  our  situation  at  the  union  and  at  the 
company  was  a  microcosm  of  events  happening  throughout  the 
country. 

Our  international  union  has  lost  over  half  a  million  members  in 
the  past  decade,  due  mostly  to  defense  cutbacks.  Defense  contrac- 
tors, both  small  and  large,  throughout  the  country  have  endured 
major  downsizing,  which  has  devastated  defense-dependent  com- 
munities in  the  process. 

In  our  efforts  to  solve  the  crisis  at  HR  Textron,  we  came  up  with 
RAMP,  the  joint  strategy  team  that  includes  a  community  college, 
a  university,  two  major  corporations,  a  national  lab  and  30  small 
defense  suppliers  to  address  our  specific  dilemma,  as  well  as  the 
fundamental  issues  associated  with  the  post-Cold  War  defense  in- 
dustry environment. 

RAMP  can  be  a  new  paradigm  for  defense  conversion,  a  para- 
digm that  concentrates  on  retaining  and  creating  new  jobs  rather 
than  focusing  on  mainly  transferring  technology  from  the  military 
to  the  civilian  sector. 

Through  a  small  demonstration  grant  from  the  Department  of 
Labor,  the  union  and  the  company  have  captured  a  glimpse  of  what 
RAMP  could  mean  if  its  concepts  were  employed  throughout  many 
defense-dependent  communities. 

The  company  and  the  union  have  targeted  one  military  product, 
servo  valves,  and  focused  on  its  transition  to  more  commercial  mar- 
kets. Of  critical  consideration  to  the  union  was  proper  training  or 
reengineering  of  the  work  force  to  not  only  enable  the  work  force 
to  transition  to  a  commercial  environment,  but  also  to  be  competi- 
tive in  a  highly  competitive  global  marketplace. 

The  result:  In  eight  months,  the  company  has  won  five  new  com- 
mercial contracts  and  is  in  competition  for  three  more  major  new 
commercial  contracts,  a  major  layoff  that  was  anticipated  prior  to 
the  training  was  averted,  and  in  fact,  we  have  seen  a  15  percent 
increase  in  the  work  force  since  February  from  permanent  and 
temporary  workers  added  to  meet  the  new  workload. 

No  longer  hypothetical,  this  RAMP  pilot  project  and  these  results 
show  what  RAMP  can  achieve  in  the  broader  defense  community. 
RAMP,  by  preparing  workers  to  create  new  commercial  markets 
from  defense  products  and  technologies,  has  the  potential  to  eco- 
nomically regenerate  devastated  defense  communities  throughout 
the  country. 

From  a  broader  perspective,  one  of  the  most  difficult  challenges 
facing  our  country  is  this  transition  of  the  economy  from  one  em- 
phasis— in  this  case,  defense — to  another,  commerce.  RAMP  pro- 
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vides  the  means  for  this  profound  change,  and  the  IAM,  as  the  pri- 
mary representative  of  defense  workers  in  the  country,  is  proud 
and  excited  to  have  a  prominent  role  in  this  unprecedented  effort. 

Thank  you  very  much. 

Mr.  Wise  [presiding].  Thank  you  very  much. 

I  want  to  express  my  great  thanks  to  Chair  Mineta  for  filling  in 
and  taking  the  Chair. 

I  want  to  express  my  apologies  to  the  panel  for  making  them 
wait,  and  to  Mr.  Fina,  who  was  very  patient.  Let  me  just  say  some- 
times legislative  emergencies  arise.  Had  the  motion  passed  as  it 
seemed  to  be  worded,  no  Competitive  Communities  could  have 
helped  me  out  of  the  mess  that  would  have  been  created  in  my 
State.  So  I  hope  that  is  a  satisfactory  explanation  for  my  quick  de- 
parture, but  I  want  to  thank  you  for  your  indulgence  and  that  of 
the  Chair. 

The  gentleman  from  California,  Mr.  Mineta,  who  has  been  so  ac- 
tive in  defense  conversion — driving  our  committee,  putting  us  on 
the  cutting  edge  of  it — I  would  turn  to  him  for  any  questions  he 
might  have. 

The  Chair.  Thank  you  very  much,  Mr.  Chairman. 

Let  me  ask  the  question  which  I  had  asked  earlier  of  Secretary 
Ginsberg.  The  zero-sum  nature  of  EDA's  defense  conversion  appro- 
priations, at  least  for  fiscal  year  1995,  suggests  that  if  EDA  insti- 
tutes a  Competitive  Communities  Program,  it  will  not  be  able  to 
spend  as  much  money  on  much-needed  infrastructure  improve- 
ments at  closed  military  bases. 

Do  you  believe  that  an  emphasis  on  diversification  will  help  de- 
fense-impacted communities  more  than  base  reuse  infrastructure 
projects,  or  is  that  dependent  on  the  particular  community? 

Mr.  Pages,  do  you  want  to  start  with  that  one? 

Mr.  Pages.  I  will  take  a  stab  at  that  one,  Mr.  Chairman. 

I  don't  think  that  you  can  say  necessarily  one  is  more  important 
than  the  other.  It  is  going  to  be  on  a  case-by-case  basis.  But  I  think 
the  important  thing  to  remember — and  this  is  a  point,  I  think,  in 
favor  of  the  Competitive  Communities  focus — is  that  the  key  to  suc- 
cessful base  reuse  is  the  fact  that  you  are  bringing  in  business.  And 
in  many  cases,  it  is  the  attraction  of  the  business  that  needs  to  pre- 
cede the  major  investments  in  infrastructure. 

A  lot  of  times  what  we  find  is  that  communities  will  begin  major 
investments  in  infrastructure  that  end  up  not  being  required  for 
the  level  of  businesses  that  they  bring  into  the  facility.  Sometimes 
it  is  better  to  make  smaller  investments  in  infrastructure  and  in- 
vest larger  sums  in  terms  of  business  recruitment.  I  think  that  is 
where  the  Competitive  Communities  initiative  can  play  a  better 
role  in  trying  to  get  the  businesses  placed  on  the  facility  first. 

The  Chair.  Mr.  Spahr  and  Mr.  Nakamoto,  you  have  both  dis- 
cussed the  importance  of  effective  labor  management  partnership 
in  terms  of  the  success  of  RAMP.  How  important  is  that  partner- 
ship between  companies  and  their  employees  to  the  success  of  de- 
fense industry  commercialization  efforts? 

Mr.  Spahr.  Congressman,  the  example  we  used  is  that  when  you 
are  trying  to  keep  the  life  raft  afloat,  the  last  thing  you  want  to 
do  is  start  a  hatchet  fight.  Our  company  has  downsized  over  40 
percent  in  the  last  four  years.  The  labor  union  and  management 
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agree  that  that  was  a  very  painful  process  and  that  we  are  commit- 
ted to  working  together  on  the  idea  of  forging  a  strategic  partner- 
ship with  our  labor  union,  as  well  as  with  our  suppliers,  to 
reengineer  the  company  and  our  supplier  chain  to  commercialize 
the  company. 

The  Chair.  Mr.  Nakamoto. 

Mr.  Nakamoto.  Mr.  Chairman,  I  would  say  that  labor-manage- 
ment relations  are  critical  to  the  process  of  conversion.  As  you 
probably  know,  we  have  dozens  and  dozens  of  defense  companies 
that  we  represent  in  California,  and  all  throughout  the  country  we 
have  hundreds,  and  we  have  tried  to  implement  conversion  activi- 
ties at  a  number  of  companies  and  can't  even  really  get  to  first 
base  with  a  lot  of  these  managements  because  of  an  existing  poor 
labor-management  relationship.  From  the  management's  perspec- 
tive, if  they  don't  have  a  cooperative  work  force  that  is  willing  to 
go  through  the  type  of  transition  that  needs  to  take  place,  they  are 
not  going  to  be  successful  in  converting  to  new  commercial  ven- 
tures. 

So  I  think  that  element  is  critical.  I  think  Secretary  Reich  has 
addressed  it  a  number  of  times  as  being  a  critical  element  to  the 
successful  move  into  global  competition. 

The  Chair.  In  this  arena  where,  let's  say,  a  company  is  changing, 
where  it  used  to  make  widgets — it  was  making  widgets,  let's  say, 
for  some  defense  item;  and  now — because  of  the  defense  cutback, 
it  is  now  going  to  be  going  into  some  totally  new  product  for  civil 
use.  How  do  we  accommodate  the  retraining  of  some  of  the  remain- 
ing work  force  to  be  able  to  take  their  existing  skills,  members  of 
your  local,  who — Mr.  Spahr  says,  well,  we  are  going  to  now  take 
this  direction  and  we  are  now  going  to  be  producing  these  new 
widgets  of  this  variety — who  initiates  or  how  do  we  make  sure  that 
that  person  is  going  to  be  able  to  be  trained  to  this  new  task? 

Mr.  Spahr.  Well,  I  think,  rather  than  training,  the  first  step  is 
to  establish  a  vision  of  where  the  company  is  going  and  make  sure 
that  the  entire  work  force  recognizes  that  it  is  in  each  person's  self- 
interest  for  the  company  to  be  competitive  and  to  change.  As  a  part 
of  that  then,  we  establish  training  programs. 

We  have  in  our  RAMP  Consortium,  for  instance,  Glendale  Com- 
munity College,  and  California  State  University,  to  train  both  the 
work  force  and  our  suppliers  together  in  our  facility  in  the  methods 
that  we  need  to  communicate  to  our  employees. 

The  other  important  point,  I  think,  also,  Congressman  Mineta,  is 
that  we  are  not  taking  people  that  make  high-tech  electronics  and 
teaching  them  how  to  make  toothpaste.  We  are  translating  our 
basic  core  skills  into  the  commercial  marketplace.  So  it  is  not  an 
entire  retraining,  but  a  new  look  at  the  way  we  do  business.  And 
that  is  part  and  parcel  of  the  training  program,  and  that  is  why 
we  have  the  community  colleges  on  board  to  work  with  us  in  doing 
that. 

Mr.  Pages.  If  I  could  follow  up  on  that,  I  think  that  Mr.  Spahr 
made  a  very  good  point.  In  most  cases — and  we  have  interviewed 
hundreds  of  companies — it  is  not  your  manufacturing  worker  or 
your  line  worker  that  is  the  most  difficult  to  retrain.  The  more  im- 
portant part  is  to  bring  in  a  new  marketing  team  or  to  retrain  your 
marketeers,  if  you  will,  and  the  management.  It  is  the  manage- 
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ment  that  needs  to  have  the  new  thinking  about  where  the  com- 
pany is  going  to  go — as  you  said,  the  new  strategic  vision.  When 
it  comes  to  the  actual  manufacturing,  if  you  are  not  moving  into 
a  completely  new  sector,  if  you  are  just  sort  of  reorienting  the  com- 
pany's competencies,  the  actual  level  of  retraining  that  needs  to 
occur  for  the  manufacturing  workers  is  not  as  dramatic  as  you 
would  suspect.  It  is  the  marketing  and  the  corporate  culture  of  the 
management  that  is  the  biggest  obstacle  to  diversification. 

Mr.  Nakamoto.  If  I  can  also  point  out  that  the  retraining  of  the 
work  force  is  critical.  We  have  seen  some  really  dramatic  results 
in  the  kind  of  changing  of  the  traditional  culture  from  defense  into 
commercial  where  the  management  has  cooperated  with  the  union, 
and  we  have  implemented  empowerment  programs  that  put  a  lot 
of  the  planning  and  decision-making  at  the  shop  floor  level.  And 
the  results  have  really  been  dramatic  as  far  as  productivity  in- 
creases, and  have  allowed  the  company  to  be  more  competitive  in 
bidding;  and  as  a  result,  has  won  a  lot  more  commercial  contracts 
and  created  a  lot  of  jobs,  stopped  the  layoffs.  And  I  think  that  is 
exactly  what  we  ought  to  try  on  a  larger  scale  with  the  project. 

The  Chair.  Mr.  Spahr,  let  me  ask  you,  is  there  a  temptation, 
let's  say  as  the  company  has  sort  of  adjusted  themselves  to  a  new 
direction  for  the  future,  to— I  don't  know,  let's  say  take  the  new 
vice  president  of  marketing  and  the  person  has  been  with  you  for 
17  years  and  now  up  at,  I  don't  know,  let's  say  $85,000  a  year — 
is  there  a  temptation  to  say,  well,  Jack,  I  think  you  are  going  to 
have  to  go  so  that  we  can  hire  somebody  else  new  at  maybe,  let's 
say  $60,000,  as  you  are  downsizing  and  trying  to  find  your  way  as 
to  what  direction  you  are  going  to  be  taking  for  the  future? 

Mr.  Spahr.  No,  not  at  all.  In  fact,  we  have  established  our  strat- 
egy around  the  fact  that  people  have  to  recognize  and  truly  believe 
that  it  is  in  people's  best  interest  to  be  a  part  of  this  change  and 
an  active  agent  for  change.  If  we  go  in  and  get  our  work  force  on 
board — and  we  firmly  believe  that  people  cannot  accomplish  what 
they  don't  understand  and  will  not  accomplish  what  they  are  not 
committed  to;  so  the  understanding  and  the  commitment  are  the 
two  first  steps.  But  people  also  have  to  be  aware  that — and  feel 
comfortable  with  change.  If  we  get  Jack  on  board  and  say,  we  are 
going  to  change  and  then  all  of  a  sudden,  tell  him  oh,  by  the  way, 
you  have  just  changed  yourself  out  of  a  job,  that  sends  a  huge  mes- 
sage, a  powerful  message  down  through  the  entire  work  force  and 
you  don't  get  any  commitment  or  anybody  behind  it. 

We  are  working  with  our  work  force  and,  in  fact,  we  are  now  try- 
ing to  use  this  as  part  of  a  growth  strategy  rather  than  a  cutback 
strategy  so  that  we  don't  have  to  do  that. 

Did  I  answer  your  question,  sir? 

The  Chair.  That  is  fine.  Thank  you  very,  very  much. 

Mr.  Chairman,  thank  you. 

Mr.  Wise.  Thank  you,  Mr.  Chairman. 

RAMP  sounds  very  exciting  in  terms  of  bringing  different  groups 
and  entities  together.  What  about  the  financing  piece?  Because  the 
Competitive  Communities,  as  I  read  it  and  understand  it  and  have 
taken  a  crack  at  drafting  some  of  it,  it  is  dealing  a  lot  with  financ- 
ing start-ups  or  financing  ventures  that  will  create  or  retain  jobs. 
How  would  this  apply — how  would  RAMP  make  this  work? 
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Mr.  Spahr.  In  our  case,  we  would  envision  the  RAMP  financing 
as  a  three-year  program,  if  you  will.  The  financing  would  go  to- 
wards building  an  economic  change  model,  and  then  that  model 
would  be  migrated  into  the  general  work  force,  into  the  general 
public  domain,  if  you  will.  We  would  view  the  financing  as  a  means 
to  leverage  what  we  would  do;  it  would  allow  us  to  accomplish 
things  that  we  would  not  financially  be  able  to  do  as  far  as  commit- 
ment of  people,  commitment  of  resources.  It  also  helps  us  to  reduce 
the  risk;  in  spite  of  the  fact  that  we  are  working  in  a  core  com- 
petency, for  the  most  part,  as  far  as  our  manufacturing  tech- 
nologies, we  are  developing  new  processes,  and  this  helps  us  in  the 
near  term. 

It  is  a  prime-the-pump-type  thing,  if  you  will.  It  helps  us  in  the 
near  term  develop  these  processes,  and  our  business  plan  has  us 
going  independent,  self-sustaining  after  three  years.  So  we  are  not 
developing  a  long-term  funding  requirement  or  commitment,  but 
we  see  this  as  leverage  and  risk  reduction  to  help  us  turn  the  cor- 
ner and  commercialize  the  business. 

Mr.  Wise.  When  you  say  "going  independent,"  do  you  mean  free 
of  any  sort  of  government  subsidy  or  support? 

Mr.  Spahr.  Exactly. 

Mr.  Wise.  I  see.  Maintained  by  whom,  your  supplier — all  of  those 
in  the  RAMP  system? 

Mr.  Spahr.  In  the  RAMP  consortium,  yes.  We  would  have  at  the 
end  of  three  years  an  active  and  successful  product  in  the  market- 
place that  generates  new  jobs  and  sustains  our  supplier  chain. 

Mr.  Wise.  Mr.  Pages. 

Mr.  Pages.  I  was  just  going  to  point  out  another  source  of  sup- 
port for  a  company,  like  RAMP,  might  be  the  new  program  that  is 
potentially  to  be  appropriated  of  loan  guarantees  for  small-  and 
medium-sized  businesses  that  are  seeking  to  diversify.  As  you 
know,  that  was  included  as  part  of  the  defense  authorization  bill 
this  year.  Its  appropriation  status  is  still  up  in  the  air,  but  it  has 
been  authorized  at  $50  million  for  the  coming  year. 

Mr.  Wise.  And  as  I  understand  the  EDA  approach,  they  would 
look  at  loan  guarantees,  too,  although  it  would  be  on  more  of  a 
pilot  project  to  see  how  well  it  worked  in  the  early  years. 

Mr.  Pages,  I  believe  it  is  your  testimony  in  which  you  noted  that 
you  felt  that  EDA  needed  to  do  a  better  job  of  providing  details  on 
funding  sources  and  the  process,  the  criteria  that  they  were  going 
to  use.  You  have  been  very  patient  and  have  been  here  the  entire 
day,  I  believe.  Did  you  hear  from  EDA  some  more  specificity? 

Mr.  Pages.  Yes,  I  felt  that  Mr.  Ginsberg  addressed  most  of  my 
concerns.  I  would  still — I  know  it  is  very  difficult  to  do  when  you 
are  actually  providing  grants  to  specific  communities  to  talk  about 
specific  types  of  programs  that  you  might  fund.  But  that  would  be 
very  useful. 

I  know  a  process  that  I  have  looked  at  quite  closely,  the  TRP  so- 
licitation program,  they  specifically  would  give  you  an  example. 
Company  X  makes  some  type  of  valve;  the  TRP  would  fund  them 
to  do  such  and  such  an  activity — a  hypothetical,  of  course,  but  I 
think  that  would  be  very  useful  for  the  Competitive  Communities 
Program  to  offer  those  types  of  hypothetical  examples,  so  that  com- 
munities can  look  at  that  and  say,  yes,  we  would  meet  that  type 
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of  criteria  and  we  ought  to  submit  under  this  program — or  compa- 
nies, for  that  matter,  like  HR  Textron. 

Mr.  WISE.  I  would  be  curious,  is  there  any  difference  in  your 
opinion  or  your  observation  between  the  problems  of  defense  con- 
version in  a  more  urbanized  area  versus  a  more  rural  area?  My  as- 
sumption would  be  that  in  a  rural  area,  we  probably  would  mainly 
be  composed  of  small  contractors  and,  most  likely,  subcontractors 
as  opposed  to  major  primes.  Is  that — and  I  just  wonder  whether 
anybody  has  any  observations  on  that  and  how  a  RAMP-type  ap- 
proach would  work  in  that  situation. 

Mr.  Spahr.  Our  belief  is  that  a  RAMP-type  approach  would  work 
in  any  situation,  quite  frankly,  independent  of  whether  it  was  an 
urban  area  or  a  rural  area.  For  instance,  we  have  a  plant  in  Green- 
ville, Ohio,  that  we  have  merged  with  recently;  and  we  are  making 
the  same  application  and  the  same  approach  in  that  plant,  that  is 
literally  in  the  middle  of  a  cornfield,  as  we  are  in  our  plant  in 
southern  California.  If  the  principles  are  sound  and  they  are  good 
for  the  business,  they  will  be  good  for  a  small  business,  a  large 
business,  an  urban  business  or  a  rural  business. 

Mr.  Wise.  Well,  I  want  to  thank  all  of  you  once  again  for  your 
patience  and  also  for  sharing  this  experience  with  us.  I  would  ask 
that  the  record  be  left  open  for  questions;  and  it  may  be  that  some 
of  us  may  have  some  questions  that  we  would  like  to  write  to  you, 
and  your  responses  will  be  included  in  the  record  as  part  of  the 
hearing. 

I  also  want  to  say  that  this  hearing  is  important,  as  I  mentioned 
earlier,  because  it  is  very  likely — it  is  my  hope,  particularly — that 
the  EDA  authorization  bill  will  be  in  conference  between  the  House 
and  the  Senate,  the  House  having  passed  its  version  of  the  bill  al- 
ready, the  Senate  hopefully  doing  so  in  the  next  couple  of  weeks, 
and  that  some  of  your  experience  may  be  incorporated  in  that.  So 
it  is  a  very  timely — it  is  an  opportune  time  and  timely  that  you  are 
here. 

I  want  to  thank  all  of  those  who  have  participated  and,  without 
objection,  I  would  then  declare  this  hearing  adjourned. 

[Whereupon,  at  2:30  p.m.,  the  subcommittee  was  adjourned.] 
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Good  morning  Mr.  Chairman,  esteemed  members  of  the  Committee,  I 
am  Robert  Fina,  a  Vice  President  with  the  Philadelphia  Industrial 
Development  Corporation  (PIDC) ,  the  private,  non-profit  economic 
development  arm  of  the  City  of  Philadelphia.   PIDC  was  formed  as 
a  joint  venture  by  the  city  and  the  Greater  Philadelphia  Chamber 
of  Commerce  thirty-five  years  ago.  JL   would  like  to  begin  by 
describing  what  PIDC  does.   PIDC  offers  a  number  of  economic 
development  programs  and  financial  assistance  programs  to  retain 
and  expand  employment  opportunities  in  and  generate  tax  revenue 
for  the  City.   In  1993  PIDC's  direct  lending  programs,  which 
provide  below-market  interest  rate  loans,  usually  in  subordinated 
lien  positions,  assisted  fifty-four  businesses  and  community 
development  corporations  with  $23.5  million  of  public  loans  and 
total  project  costs  of  $108  million.   These  projects  retained 
2,196  jobs  and  have  and  will  create  856  jobs.   This  was  a  20 
percent  increase  over  the  previous  year,  wherein  45  loans  were 
booked.   As  I  indicated,  the  nature  of  our  programs  is  usually  to 
provide  second  mortgage  loans,  in  most  cases  at  interest  rates  at 
half  of  prime  with  the  median  average  range  of  loan  amount 
between  $200,000  and  $600,000.   PIDC  administers  fourteen  loan 
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programs  from  a  variety  of  funding  sources  including  federal 
(e.g.  SBA  504  and  HUD  108),  state  (e.g.  PIDA  and  PLCF)  and  city 
(e.g.  PIDC  Second  Mortgage) . 

Four  examples  of  the  PIDC  loans  are  as  follows: 

1.  Liss  Brothers,  which  returned  to  the  City  from  New  Jersey, 
consolidated  four  of  its  distribution  facilities  in  the 
former  IKEA  warehouse  in  the  Byberry  East  Industrial  Park. 
Employment  will  jump  from  72  to  115.   PIDC  provided  a 
$500,000  second  mortgage  loan  of  repaid  UDAG  funds  and  a 
$665,000  second  mortgage  loan  with  State  funds.   The  total 
project  cost  was  $10,300,000. 

2.  United  Research  Laboratories,  a  manufacturer  and  distributor 
of  generic  pharmaceuticals,  consolidated  operations  in  the 
Northeast  from  three  locations.   Current  employment  is  200, 
planned  is  240.   PIDC  provided  $600,000  first  mortgage  loan 
with  funding  from  the  Delaware  River  Port  Authority,  a 
Pennsylvania  and  New  Jersey  supported  entity.   A  250,000 
second  mortgage  loan  was  also  provided  by  PIDC  from  repaid 
UDAG  funds  for  a  total  project  cost  of  $1,150,000. 

3.  Imprints  Unlimited,  Inc.,  a  West  Philadelphia  printer,  is 
expanding  at  the  Business  Technology  Center  in  the  West 
Parkside  Enterprise  Zone.   New  machinery  and  equipment  will 
enable  employment  to  grow  from  four  to  eight.   The 
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Pennsylvania  Minority  Business  Development  Authority 
provided  a  $125,000  loan  and  PIDC  provided  a  $60,000  loan 
from  CDBG  funds  for  a  total  project  cost  of  $295,000. 

4.    American  Slatwall  Company,  Inc.,  a  start-up  manufacturer  and 
distributor  of  slatwall,  is  beginning  operations  in  the 
American  Street  Corridor.   Owners  are  buying  and  improving  a 
one-story  industrial  building,  and  they  expect  to  employ  12. 
PIDC  provided  a  second  mortgage  loan  of  $300,000  from  EDA 
revolved  funds  for  a  total  project  cost  of  $500,000. 

PIDC's  newest  loan  program,  the  Defense  Conversion  Fund,  was 
created  to  help  firms  impacted  by  changes  in  the  defense  industry 
including  the  announced  closing  of  the  Philadelphia  Naval 
Shipyard.   Loans  can  cover  a  broad  spectrum  of  activities  from 
siting  businesses  at  the  Navy  Yard  to  creating  jobs  for  defense 
workers.   By  year's  end,  two  transactions  had  settled;  three  more 
were  approved.   This  program  was  capitalized  with  funding  from 
the  Economic  Development  Administration  with  originating  funds 
from  the  Department  of  Defense. 

PIDC  also  sells  land  in  industrial  parks  in  various  locations 
within  the  city  to  businesses  at  below-market  value  as  an 
incentive  for  a  business  to  move  into,  start  up  or  remain  in 
Philadelphia.   The  public  subsidy  for  the  sale  involves  a 
revolving  land  bank  administered  by  PIDC.   The  bank  was 
capitalized  by  the  City,  enabling  PIDC  to  buy  land  in  strategic 
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areas  of  the  City;  additional  land  was  donated  by  the  City.   PIDC 
establishes  the  fair  market  value  of  the  land  and  writes  down  or 
reduces  the  price  a  business  pays  for  the  real  estate  based  upon 
a  formula  of  land  coverage  and  job  creation.   The  industrial 
parks  are  also  the  recipient  of  City  capital  dollars  to  create 
the  infrastructure  for  utility  access  and  street  improvements. 
The  infrastructure,  write  down  land  cost  and  available  skilled 
and  semi  skilled  labor  pool  are  incentives  for  businesses  to 
develop  in  the  City,  particularly  if  coupled  with  a  subordinate 
low  interest  loan.   Currently  PIDC  has  650  acres  available  for 
industrial  development;  PIDC  has  sold  1,300  acres  in  the  last  20 
years.   We  are  currently  working  with  the  Commonwealth  of 
Pennsylvania  to  acquire  additional  land  in  both  the  inner  city 
and  undeveloped  extremes  of  the  City  for  additional  industrial 
parks. 

PIDC  also  provides  development  management  services  to  the  City  of 
Philadelphia  for  large  complex  projects.   Examples  are  our  new 
convention  center,  our  new  sports  arena,  and  the  UPS  distribution 
center  at  our  airport. 

Two  of  PIDC's  more  creative  programs  are  the  Neighborhood 
Development  Fund  and  a  consortium  composed  of  the  five  counties 
in  Pennsylvania  abutting  Philadelphia  including  the  City  known  as 
the  Southeastern  Pennsylvania  Export  Consortium. 
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The  Neighborhood  Development  fund  is  a  financing  program  designed 
to  respond  to  the  need  for  public  investment  capital  in  community 
economic  development  projects  to  foster  economic  growth  in 
distressed  areas  of  Philadelphia.   The  Neighborhood  Development 
Fund  provides  gap  financing  for  projects  that  involve  a  community 
development  corporation  or  are  sponsored  and  supported  by  a 
community  wherein  the  project  is  located.  Modeled,  somewhat, 
after  the  federal  UDAG  program,  a  Neighborhood  Development  Fund 
project  would  have  to  demonstrate  the  need  to  access  additional 
capital  financing  to  insure  its  ultimate  and  sustained  success. 
However,  the  program  is  a  shallow  subsidy  effort  to  encourage 
private  investment  not  replace  it  in  typically  higher  risk  areas 
of  the  City.   The  program  will  provide  up  to  25  percent  of  the 
total  project  cost  or  $750,000  whichever. is  less  in  a  subordinate 
loan  providing  50  percent  of  the  project  cost  is  from  a  private 
source  usually  a  first  mortgage  bank  loan  and  the  remaining  25 
percent  can  be  private  debt,  equity,  public  loans  or  grants.  The 
loan's  interest  rate  is  half  of  prime  at  the  time  a  formal 
commitment  letter  is  provided  and  fixed  for  the  term  of  the  loan. 
The  loan  term  is  negotiated  in  a  five  to  twenty-five  year  term 
and  amortization  could  be  deferred  depending  on  the  project's 
need.   To  date  four  projects  have  been  funded;  all  four  being 
developed  by  community  development  corporations  —  a  shopping 
center  is  completed,  a  mixed-use  retail /residential 
rehabilitation  will  commence  this  week  and  two  rehabilitations  of 
previous  commercial  buildings  for  use  as  education  and  training 
centers  and  social  service  providers  are  under  construction. 
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Eight  other  projects  have  received  allocations  under  this  program 
comprised  of  three  community  development  corporation-owned 
projects,  two  others  are  501(c)(3)  non-profit  corporations  with 
broad-based  community  supported  projects  and  the  remaining  three 
are  for-profit  developers  supported  by  neighborhood-based 
organizations  or  the  community  wherein  the  project  is  located. 
PIDC's  experience  to  date  is  that  the  NDF  projects  require 
substantial  professional  project  management  from  the  public 
sector  and  also  require  extensive  lead  time  to  organize  and 
develop  the  project. 

The  Southeastern  Pennsylvania  Export  Consortium  is  a  five-county, 
twelve  member  association  of  economic  development  organizations 
in  Philadelphia,  Bucks,  Montgomery,  Chester  and  Delaware  counties 
of  Pennsylvania  dedicated  to  the  promotion  and  expansion  of 
export  opportunities.   The  Export  Consortium  represents  an 
unprecedented  level  of  voluntary  cooperation  and  coordination 
among  the  twelve  consortium  members  to  direct  existing  resources, 
and  leverage  new  resources  for  one  specific  objective  — 
increasing  the  ability  of  southeastern  Pennsylvania  companies  to 
identify,  penetrate  and  be  competitive  in  global  markets.   The 
primary  goal  of  the  Consortium  is  to  provide  the  necessary 
services  to  assist  small  and  medium  sized  manufacturers  to 
develop  potential  global  markets.   The  Consortium  attempts  to 
link  a  potential  exporter  with  the  appropriate  local  service 
provider  to  ensure  that  the  exporter  has  the  necessary  business, 
marketing  and  finance  programs  to  undertake  a  successful  export 
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strategy.   The  three  principal  services  provided  by  the 
Consortium  are  financial,  consulting  and  seminars. 
The  Consortium  developed  a  two-pronged  approach  to  meeting  the 
financial  needs  of  its  client  base.   First,  as  the  southeastern 
representative  of  the  Export/ Import  Bank,  PIDC  works  with 
companies  to  secure  working  capital  guarantees  or  direct  loans 
from  the  Export/ Import  Bank.   The  primary  advantage  of  the 
Working  Capital  Guarantee  Program  is  that  it  generally  gives  the 
exporting  company's  bank  the  level  of  security  it  needs  in  order 
to  lend  for  export  related  services.   Second,  the  Consortium  is 
researching  alternative  and  additional  means  of  meeting  financing 
needs  not  available  through  current  public  or  traditional 
lenders. 

The  consulting  services  offered  by  the  Consortium  involves  three 
elements.   Clients  are  provided  information  on  member 
organizations  export  related  services  and  programs.  Area 
companies  are  provided  with  information  on  local,  state  and 
federal  export  programs.   Finally,  direct  consultation  is 
provided  to  businesses  on  the  complexities  and  opportunities  of 
exporting  as  it  relates  to  a  particular  business. 

The  Consortium  provides  a  menu  of  seminars  and  events  that  both 
meet  the  needs  of  companies,  and  also  eliminate  the  overlapping 
of  services  that  have  historically  existed  in  the  region. 
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In  consideration  of  the  Competitive  Communities  concept,  PIDC's 
view  would  be  a  program  structure  that  reduces  uncertainty  to  the 
ultimate  borrower,  and  the  amount  of  work  required  by  the  local 
public  entity,  and  yet  have  some  ability  to  address  the  uneven 
capabilities  of  community  development  corporations.   None  of  the 
programs  administered  by  PIDC  provides  a  blue  print  for  a 
Competitive  Communities  program;  however,  some  of  their  elements 
may  be  helpful  as  you  refine  the  design  of  the  program. 
Respectfully,  I  would  suggest  that  two  issues  be  considered. 

Any  program  that  intends  to  fund  at  a  national  level  individual 
transactions  for  competitive  growth  businesses,  particularly 
manufacturing  (as  opposed  to  real  estate  developers) ,  should 
maximize  the  degree  of  predictability  and  minimize  the  process 
time. 

Secondly,  any  program  whose  goal  is  to  involve  a  wide  range  of 
local  community-based  groups  with  uneven  capabilities  needs  to  be 
interactive  at  the  local  level.   If  it  is  not,  then  conceivably 
only  the  stronger  more  experienced  groups  will  be  able  to 
compete . 

Mr.  Chairman,  I  thank  you  for  your  invitation  to  appear  before 
you  today.   On  behalf  of  PIDC  and  Mayor  Rendell,  I  would  be 
pleased  to  answer  any  questions  and/or  continue  to  work  with  the 
Committee  on  this  important  issue. 
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Testimony  of  William  W.  Ginsberg 
Assistant  Secretary  for  Economic  Development 
House  Public  Works  and  Transportation  Committee 
September  20,  1994 

Chairman  Mineta,  Chairman  Wise,  Congresswoman  Molinari, 
members  of  the  Economic  Development  Subcommittee,  I  thank  you  for 
your  gracious  invitation  to  speak  to  you  today  on  the  Economic 
Development  Administration  and  its  Competitive  Communities 
program.   A  little  more  than  two  months  ago,  Secretary  Brown 
presented  the  Competitive  Communities  concept  to  your  Committee 
as  the  Administration's  vision  for  EDA.   He  described  how 
Competitive  Communities  can  establish  a  link  between  the  economic 
policies  which  are  successfully  revitalizing  America's  industrial 
competitiveness  and  local  economic  development  activities  in 
distressed  urban  and  rural  communities. 

Your  theme  today  of  "Competitive  Communities:   Models  Across 
America"  is  an  important  step  in  that  process,  for  it  will 
illuminate  how  Competitive  Communities  grows  out  of  the  types  of 
economic  challenges  faced  by  rural  and  urban  communities  across 
America  and  how  Competitive  Communities  will  assist  distressed 
rural  and  urban  communities  to  meet  these  challenges. 

First,  I  want  to  express  my  appreciation  and  admiration  for 
your  leadership  in  passing  H.R.  2442,  the  reauthorization  of  EDA. 
Reauthorization  is  EDA' s  number  one  legislative  priority  and  will 
reestablish  the  Federal  Government's  role  and  responsibility  in 
assisting  the  process  of  local  economic  development.   It  is 
through  your  leadership  that  reauthorization  will  enable  EDA  to 
continue  to  meet  the  needs  of  communities  even  as  economic  change 
creates  both  enormous  challenges  and  great  opportunities  all 
across  America. 

Increased  global  competition  and  technological  advancements 
characterize  our  age.   Many  large  companies  and  traditional 
industries  are  downsizing,  outsourcing  and  shedding  jobs  to 
compete  globally  while,  at  the  same  time,  new  industries  are 
emerging  with  opportunities  unimagined  a  generation  ago.   Over 
the  last  generation,  the  most  technologically-driven,  export  - 
based  industrial  sectors,  those  that  are  responding  to  the  new 
age  and  creating  the  best  opportunities  for  future  growth,  have 
concentrated  in  the  suburban  rings  around  our  major  metropolitan 
areas,  and  are  less  of  a  presence  in  the  rural  and  urban  regions. 
Many  once  stable  or  prosperous  rural  and  urban  areas  have  seen 
their  traditional  economic  base  eroded  in  this  new  industrial 
age . 
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These  rural  and  urban  communities  --  which  have  been  and 
will  continue  to  be  EDA' s  core  constituency  --  need  new  economic 
development  tools  today.   They  need  the  tools  that  will  enable 
them  to  share  in  the  great  opportunities  being  created  in  the 
growth  sectors  of  our  economy.   They  need  the  tools  to  maintain 
and  improve  the  competitive  prospects  of  their  traditional 
industries  and  companies  that  have  served  their  residents  for  so 
long. 

Competitive  Communities  can  help  provide  these  tools.   It 
will  work  as  follows: 

(1)  Encouraged  to  work  and  plan  together  by  the 
availability  of  funds  under  a  national  solicitation, 
business  and  political  leaders  at  the  local  level  will 
ask  the  Competitive  Communities  questions:   What  are 
our  competitive  strengths?   What  are  our  future  growth 
industries?   What  companies  can  lead  that  growth?   What 
projects  can  assist  those  companies  and  industries? 
How  does  this  fit  into  the  broader  community  economic 
development  and  competitiveness  agenda? 

(2)  The  local  leadership,  acting  through  an  intermediary 
private  not-for-profit  or  quasi-public  organization, 
will  submit  an  application  to  EDA  for  consideration. 
The  application  will  identify  a  specific  project  or 
projects,  explain  how  it  will  advance  the  local 
competitiveness  strategy,  and  identify  a  gap  in  the 
financing  from  private  or  other  public  sources  which 
can  be  met  by  the  intermediary  as  an  "investor"  using 
EDA  funds . 

(3)  The  application  will  be  compared  against  other  similar 
applications  for  funding.   Separate  categories  will 
exist  for  urban,  rural,  and  defense- impacted 
communities  so  that  similar  communities  are  competing 
against  similar  communities. 

(4)  EDA  will  provide  funding  for  the  applications  that  are 
the  strongest  and  which  demonstrate  how  the  EDA 
investment  will  expand  good  quality  jobs  in  the 
distressed  area  and  how  the  project  will  add  to  the 
overall  competitiveness  of  the  region. 

(5)  In  communities  where  the  challenges  of  competitiveness 
are  being  embraced  by  the  local  leadership  but  where 
the  local  intermediary  base  is  non-existent  or  is  in 
its  infancy,  EDA  will,  through  Competitive  Communities, 
provide  capacity  building  grants  to  help  these 
communities  compete  in  future  funding  rounds. 
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EDA  has  established  an  internal  Implementation  Committee  to 
design  the  Competitive  Communities  program  in  detail .   This 
group,  chaired  by  and  composed  primarily  of  senior,  experienced 
EDA  career  economic  development  professionals,  will  look  at 
specific  selection  criteria  and  evaluation  processes,  will 
examine  the  ways  in  which  existing  programs  can  be  made  to  work 
with  Competitive  Communities  and  will  resolve  how  to  balance 
scarce  resources  to  ensure  national  models  are  created  in  rural, 
urban,  and  defense -impacted  communities. 

We  believe  that  through  Competitive  Communities,  the 
community  economic  development  dialogue  will  change  to  focus  on 
how  to  create  a  competitive  economic  base  for  the  future  rather 
than  how  to  sustain  a  declining  economy  from  the  past. 

The  network  of  local  economic  development  institutions  which 
EDA  has  helped  to  create  and  support  over  many  years  -r  RLFs, 
EDDs,  University  Centers,  --  provide  the  local  knowledge  and  the 
planning,  technical  assistance,  and  service  delivery  experience 
upon  which  EDA  can  and  will  build  its  Competitive  Communities 
program. 

At  the  same  time,  Competitive  Communities  will  introduce 
other  players   into  the  local  economic  development  arena.   We 
hope  communities  will  look  broadly  at  potential  sources  of 
economic  activity.   Input  from  industry  will  be  absolutely 
required  in  analyzing  industries  and  companies  in  terms  of  future 
growth  prospects.   Some  of  the  best  models  are  those  that  have 
utilized  hospitals  or  universities  as  community  institutions 
which  possess  the  employment  base,  community  commitment,  and 
technological  strength  to  become  major  economic  generators.   In 
looking  at  how  to  rally  community  support,  we  hope  communities 
will  look  to  community-based  organizations,  which  can  speak  with 
authority  as  to  how  to  structure  projects  to  benefit  not  only  the 
local  economy  as  a  whole  but  particularly  needy  areas  and 
populations  within  it. 

By  building  off  the  local  base  of  economic  development 
institutions  and  by  expanding  the  local  dialogue,  Competitive 
Communities  will  serve  communities  seeking  to  capitalize  on  high 
technology  and  build  new  industries,  and  those  seeking  to 
maximize  the  ability  of  a  traditional  local  employer  to  prosper 
in  these  changing  economic  times.   In  either  case,  sound  analysis 
and  broad  participation  at  the  local  level  will  help  to  define 
community  priority  projects  which  build  on  locai  strengths  to 
create  the  most  competitive  local  economy  possible. 
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State  governments  have  been  experimenting  with  various 
approaches  at  stimulating  their   economies  by  strategically- 
investing  taxpayer  dollars  in  intermediaries  which  are  part  of  a 
pool  of  capital  used  for  business  finance.   For  instance,  45 
states  have  invested  in  such  public-private  partnerships  to  help 
their  companies  meet  the  industrial  competitiveness  challenges  of 
today.   These  partnerships  have  a  common  mission:   to  finance 
growth  industries  so  as  to  improve  the  standard  of  living  for  the 
states'  residents  by  increasing  industrial  competitiveness  and 
creating  quality  jobs. 

Competitive  Communities  will  build  upon  but  be  significantly 
different  from  these  state  programs;  fundamentally,  EDA  will  help 
complement  these  State  industrial  competitiveness  efforts  by 
targeting  its  resources  to  economically  distressed  areas, 
consistent  with  EDA' s  traditional  charge  under  the  Public  Works 
and  Economic  Development  Act . 

Every  day,  we  see  the  seeds  of  Competitive  Communities 
models  across  America.   In  addition  to  the  state  models,  we  see 
it  in  our  work  with  defense-impacted  communities  and  in  rural 
communities  and  in  urban  communities.     Competitive  Communities 
has  been  conceived  with  reference  to  EDA  ongoing  programs. 

In  defense -impacted  communities,  EDA  has  been  involved  with 
76  communities  in  their  attempts  to  address  major  military  base 
closures  and  defense  contractor  cutbacks.   The  first  step  in  each 
community  has  been  a  community  plan.   The  planning  process  has 
brought  the  local  political  and  community  leadership  together  to 
identify  the  future  economic  direction  and  opportunities  in  their 
community.   In  some  communities,  business  leadership  has  been 
involved  in  the  process  from  the  beginning.   These  defense - 
impacted  communities  are,  as  a  result,  relatively  farther  along 
in  their  efforts  to  define  their  competitive  economic  strengths 
and  to  assist  in  implementing  projects  that  build  a  diversified 
economy  for  the  future . 

Competitive  Communities  can  provide  a  powerful  inducement 
for  other,  non-defense-impacted  communities  to  engage  in  the  same 
processes  now  underway  in  many  defense-impacted  communities.   We 
recognize  that  advanced  planning  may  give  defense -impacted 
communities  an  advantage  in  the  Competitive  Communities  process. 
Therefore,  our  implementation  plan  for  Competitive  Communities 
will  propose  a  separate  competition  for  these  communities. 

For  rural  communities,  the  challenge  is  to  adapt  the  basics 
of  Competitive  Communities  --  public  and  private  input  into  local 
strategies,  business  projects  as  important  elements  of  a 
community's  economic  development  activities  and  intermediaries  to 
implement  the  transactions  to  carry  out  the  strategies  --  into 
the  rural  setting. 
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The  many  Economic  Development  Districts  will  play  an  active 
role  in  this.   We  see  them  both  as  planning  entities  and  as 
eligible  intermediaries  and  look  to  them  to  incorporate  adequate 
private  sector  input  to  assist  their  focus  on   building  the  most 
competitive  local  industrial  base. 

In  rural  areas,  support  from  EDA  for  building  the  local 
capacity  to  participate  fully  in  Competitive  Communities  will  be 
an  important  element  of  the  program.   This  support  may  be  funding 
to  create  new  intermediary  institutions   or  funding  to  enable 
existing  institutions  to  create  the  kinds  of  viable  local 
competitiveness  strategies,  that  will  lead  to  quality  Competitive 
Communities  applications.    Details  of  the  capacity  building 
element  of  Competitive  Communities  will  be  worked  out  by  EDA' s 
Implementation  Committee. 

In  urban  areas,  the  challenge  is  also  for  the  business, 
political,  and  community  leadership  to  come  together  under  a 
comprehensive  agenda  to  rebuild  the  private  sector  economic  base . 
Viable  strategies  to  do  so  will  of  course  need  to  be  tailored  to 
the  unique  economic  strengths  as  well  as  the  social  and  economic 
challenges  of  distressed  urban  areas.   Grants  for  capacity- 
building  will  also  be  needed  and  available  in  urban  communities. 

We  have  seen  the  seeds  of  Competitive  Communities  sown  with 
the  comprehensive  planning  undertaken  in  the  Empowerment 
Zone/Enterprise  Community  application  process.   We  have  also  seen 
a  sophisticated  intermediary  base  developed  in  recent  years  in 
urban  areas,  including  both  (i)  city-sponsored  public/private 
entities  created  to  assist  local  business  development  and  (ii) 
community  development  corporations,  which  are  increasingly 
sophisticated  and  increasingly  focused  on  economic  development 
activities . 

EDA  seeks  to  utilize  Title  IX  appropriations  to  fund 
Competitive  Communities.   Title  IX  is  EDA' s  economic  adjustment 
authority,  designed  to  meet  the  needs  of  communities  facing  long- 
term  economic  deterioration  or  sudden  and  severe  economic 
distress.   In  recent  years.  Title  IX  has  been  utilized  by  local 
applicants  primarily  to  fund  infrastructure  --  broadly  defined  -- 
and  small  scale  business  lending  through  Revolving  Loan  Funds. 
EDA  could  undertake  Competitive  Communities  without  limiting  our 
ability  to  support  the  kinds  of  activities  funded  under 
traditional  Title  IX  because  of  both  EDA' s  increasing 
appropriations  for  Title  I,  which  can  fund  these  infrastructure 
projects,  and  because  loan  guarantees,  if  authorized,  could 
create  substantial  funds  for  recapitalizing  RLFs  to  engage  in 
Competitive  Communities-type  transactions. 
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With  respect  to  the  RLFs,  EDA  has  found  over  time  that  these 
locally  administered  loan  funds  can  be  very  effective  in 
assisting  communities  to  meet  their  economic  adjustment  needs. 
Relatively  small  amounts  of  capital  have  been  available  for  this 
program,  and  the  focus  the  program  has  been  on  smaller-scale 
commercial  activity,  including  retail.   EDA  would  use  loan 
guarantee  authority  to  recapitalize  the  RLFs.   This  would  provide 
an  additional  source  of  funds  for  the  RLFs  to  use  for  smaller 
economic  base  projects  while  the  Competitive  Communities  process 
described  above  would  fund  the  larger  projects  on  a  competitive 
basis. 

We  envision  that  Competitive  Communities  would  become  the 
central  focus  for  Title  IX  --  to  be  used  by  communities  in 
adjusting  to  both  long-term  economic  deterioration  and  sudden  and 
severe  economic  distress.    It  would  be  linked  to  existing 
programs  and  local  economic  development  institutions.   It  would 
significantly  enhance  EDA' s  tools  for  assisting  communities  to 
meet  their  economic  adjustment  and  other  economic  development 
challenges . 

The  Competitive  Communities  program  will  be  implemented  in 
steps  in  order  to  properly  evaluate  the  merits  of  the  proposals, 
the  progress  and  impact  of  each  grant,  and  the  national  impact  of 
the  program.   This  process  will  allow  the  needed  adjustments  to 
meet  evolving  community  economic  needs  and  challenges. 

EDA  has  launched  a  pilot  of  Competitive  Communities  in  the 
Los  Angeles  area,  utilizing  the  earthquake  assistance 
supplemental  appropriations.   The  next  step  is  a  National 
Demonstration  Project  and  then  a  full  adoption  of  the  program  as 
the  important  element   of  Title  IX. 

EDA  is  providing  $30  million  in  funding  to  help  businesses 
adversely  effected  by  the  Northridge  earthquake  of  January  17. 
Grants  will  be  awarded  to  local  intermediaries  to  provide  patient 
capital  for  debt  restructuring   to  businesses  which  have  been 
identified  by  the  community  as  priority  job  generators  in 
earthquake -impacted  regions. 

As  a  follow-on  to  this  pilot  program,  EDA  intends  to  submit 
a  reprogramming  request  to  the  Congress  to  create  in  FY  1995  a 
Competitive  Communities  National  Demonstration  Program. 

To  succeed,  the  National  Demonstration  Program  must  have 
sufficient  funding  authorized  to  ensure  an  adequate  response  to  a 
solicitation  of  proposals.   In  addition,  loan  guarantee  authority 
would  provide  many  RLFs  with  a  new  source  of  Competitive 
Communities  funding. 
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Therefore,  I  reiterate  Secretary  Brown's  testimony  in 
requesting  that  your  legislation  provide  loan  guarantee  authority 
to  EDA  to  help  recapitalize  eligible  Revolving  Loan  Funds  to  meet 
the  Competitive  Communities  challenge.   I  would  note  that  this 
program  would  not  duplicate  SBA's  existing  loan  guarantee 
program. 

Mr.  Chairman,  members  of  the  Subcommittee,  I  thank  you  for 
the  opportunity  to  testify  here  today  and  I  look  forward  to 
continuing  to  work  with  you  as  we  move  forward  with  Competitive 
Communities . 
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TESTIMONY  OF  THOMAS  P.  HIRSCHFELD 

EXECUTIVE  DIRECTOR, 

THE  NEW  YORK  CITY  ECONOMIC  POLICY  &  MARKETING  GROUP 

BEFORE  THE  SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

THE  COMMITTEE  ON  PUBLIC  WORKS  &  TRANSPORTATION 

U.  S.  HOUSE  OF  REPRESENTATIVES 

TUESDAY,  SEPTEMBER  20,  1994 


Chairman  Wise,  Congresswoman  Molinari,  members  of  the  Economic  Development 
Subcommittee,  it  is  a  pleasure  to  appear  before  you  today  to  testify  on  the  Clinton 
Administration's  Competitive  Communities  initiative.  My  name  is  Thomas  Hirschfeld.  I  am 
the  Executive  Director  of  the  New  York  City  Economic  Policy  and  Marketing  Group  (EPM)  and 
I  also  serve  as  an  Assistant  to  the  Mayor,  addressing  financial  and  technology  issues. 

EPM's  mandate  is  a  broad  one.  EPM  provides  economic  development  research,  analysis 
and  policy  recommendations  to  the  Mayor  and  the  Deputy  Mayor  for  Finance  and  Economic 
Development  on  a  wide  array  of  issues,  including  emerging  industries,  international  trade  and 
investment  promotion,  energy  policy  and  privatization.  We  also  assess  the  City's  economic 
development  programs,  as  well  as  the  impact  and  possible  application  of  new  initiatives  at  the 
state  and  federal  level.  With  this  focus,  I  welcome  the  opportunity  to  comment  on  the 
Competitive  Communities  program  on  behalf  of  the  Giuliani  Administration. 

For  generations,  cities  have  been  a  source  of  wealth  and  opportunity  for  Americans,  in 
addition  to  serving  as  the  economic  engines  of  the  nation.  Cities  hold  the  bulk  of  the  nation's 
financial  capital,  workforce,  and  brainpower.  Healthy  urban  centers  are  essential  for  strong 
regional  economies,  and,  many  would  say,  for  a  strong  national  economy. 
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As  you  are  aware,  many  urban  centers  were  hard  hit  by  the  recent  recession.  You  may 
not  know,  however,  that  New  York  City  was  one  of  the  two  regions  in  the  nation  that  felt  the 
worst  effects  of  the  recession.  From  1987  to  1992,  the  City  lost  365,000  jobs,  fully  10  percent 
of  its  job  base.  For  the  most  part,  those  jobs  were  concentrated  in  the  securities,  banking, 
professional  services,  and  manufacturing  industries.  The  manufacturing  sector  experienced  the 
greatest  job  loss  -  95,000  jobs  over  those  five  years.  Moreover,  the  City  lost  significant 
numbers  of  federal  jobs  during  this  period,  not  including  the  negative  economic  impact  that  the 
closing  of  Homeport  has  had  on  the  City's  economy. 

It  is  clear  that  in  1994  New  York  City  is  emerging  from  the  recession,  slowly  but  surely. 
But  of  the  365,000  jobs  lost,  we  have  regained  only  a  small  portion  -  approximately  27,000  in 
the  first  half  of  this  year.  The  growth  has  taken  place  primarily  in  corporate  headquarters,  the 
culture  and  tourism  sector  (buoyed  by  the  presence  of  the  World  Cup  and  Gay  Games), 
construction,  and  the  securities  and  commodities  industries. 

The  Giuliani  Administration  is  committed  to  creating  more  jobs  in  New  York  City,  and 
is  doing  all  it  can  to  improve  the  city's  business  climate.  We  have  taken  aggressive  steps  to 
downsize  and  streamline  government  and  to  make  it  more  responsive  to  the  needs  of  our 
citizens.  We  have  reduced  by  one-fifth  the  hotel  tax,  which  will  help  the  City  to  recapture  its 
share  of  the  convention  and  visitors  market.  The  Mayor  has  also  eased  the  tax  burden  faced  by 
small  businesses  by  reducing  the  city's  commercial  rent  tax,  a  tax  unique  to  New  York.  Both 
of  these  tax  cuts  are  being  implemented  in  the  face  of  severe  budget  constraints. 

Excessive  and  inefficient  regulation  is  at  least  as  damaging  to  the  City's  economy  as  high 
taxes,  and  we  have  launched  a  series  of  initiatives  to  lessen  the  burden  of  regulation.  The 
Administration  is  encouraging  the  formation  of  additional  Business  Improvement  Districts  which 
allow  local  entrepreneurs  to  supplement  key  City  services.    We  have  also  created  a  Business 
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Assistance  Program,  in  which  ombudspeople  visit  businesses  in  the  community  to  assist  them 
in  cutting  red  tape. 

At  the  neighborhood  level,  we  are  working  with  two  separate  banking  groups  to  provide 
small  business  loans  to  underserved  communities.  One  of  these  initiatives  will  be  an  equity 
investment  in  one  of  New  York's  and  the  nation's  leading  community  development  banks  ~ 
Community  Capital  Bank  -  to  enable  Community  Capital  to  expand  its  outreach  to  small 
businesses  in  distressed  areas. 

Finally,  the  Administration  has  taken  aggressive  steps  to  retain  firms  that  are  vital  to  our 
economy.  In  fact,  we  have  saved  more  jobs  in  the  last  eight  months  than  the  City  succeeded  in 
retaining  in  the  previous  two  years.  The  City  recently  negotiated  deals  with  the  Mercantile 
Exchange  and  Capital  Cities/ ABC:  together,  these  two  companies  have  committed  to  retain  or 
hire  more  than  1 2^000  employees  in  New  York  and  make  more  than  $150  million  in  capital 
investments. 

Even  with  these  efforts,  and  more  planned  by  the  Giuliani  Administration,  the  challenges 
confronting  America's  cities  require  a  coordinated  approach  involving  all  levels  of  government. 
The  reorientation  of  EDA  toward  urban  economic  development  problems  is  a  welcome  step  not 
only  for  New  York,  but  for  all  cities  in  the  nation.  EDA's  track  record  demonstrates  its 
effectiveness.  Since  1981,  with  a  relatively  modest  investment  of  $4.7  billion,  EDA  has 
generated  over  1 .4  million  new  jobs  in  the  private  sector,  leveraged  $9  billion  in  private  capital 
and  returned  over  $6.5  billion  annually  to  federal,  state  and  local  governments.  In  New  York, 
for  example,  a  $1.5  million  grant  from  EDA  in  1991  supported  Phase  III  renovation  of  the 
Brooklyn  Army  Terminal  (BAT)  project.  The  BAT  is  a  97  acre  fully  enclosed  complex  on  the 
Brooklyn  waterfront  with  buildings  and  piers  totalling  5  million  square  feet  in  gross  floor  area. 
This  successful  project  has  been  an  integral  part  of  New  York  City's  effort  to  create  industrial 
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space  to  meet  the  strong  demand  among  smaller  manufacturers  for  secure,  efficient  production 
space. 

We  believe  Competitive  Communities  is  an  exciting  program  which  promises  to 
strengthen  EDA's  focus  on  building  partnerships  for  economically  viable  inner  cities.  The 
program's  innovative  approach  in  targeting  high  growth  industries  is  especially  critical  for  New 
York.  Although  New  York  City's  economy  is  disproportionately  concentrated  in  the  real  estate, 
securities  and  financial  services  industries,  EPM's  Strong  Economy,  Strong  City  report 
identified  a  potential  for  growth  in  many  other  industry  sectors,  including  biotechnology, 
recycling,  apparel,  software  and  retail.  In  addition,  New  York  University's  Urban  Research 
Center  recently  issued  a  study  highlighting  how  trends  in  manufacturing  technology  favor  the 
smaller,  more  central  and  more  flexible  facilities  enjoyed  by  New  York  manufacturers. 

We  can  envision  many  opportunities  for  growth  through  partnerships  among  the  public, 
private  and  not-for-profit  sectors  as  a  result  of  the  Competitive  Communities  program.  There 
are  numerous  projects  where  funding  from  this  program  could  play  an  important  role,  including 
some  that  are  in  the  planning  stages:  the  Audubon  Biotechnology  Facility  in  Harlem,  the 
establishment  of  an  information  technology  center  to  incubate  software  developers  and 
publishers,  the  development  of  the  Greenpoint  Manufacturing  and  Design  Center  to  create  the 
critical  mass  needed  by  the  interdependent  garment  industry,  an  increased  investment  in  the 
small  business  loan  funds  of  the  Regional  Economic  Development  Assistance  Corporation 
(REDAC)  program,  and  the  commercialization  of  interactive  multimedia  production  technology 
developed  at  the  Center  for  Advanced  Technology  at  New  York  University. 

Through  such  investment*:.,  the  City  and  other  localities  will  be  able  to  compete  more 
effectively  within  the  ever  changing  global  economy.  Just  as  important,  Competitive 
Communities  will  assist  us  in  helping  disadvantaged  segments  of  the  City's  economy  move  into 
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the  economic  mainstream.  In  addition,  the  City's  work  with  the  Homeport  Base  Reuse 
Commission  to  develop  civilian  uses  for  the  Homeport  on  Staten  Island's  North  Shore,  could 
qualify  for  Competitive  Communities  funding.  Industries  that  might  find  a  home  there  include 
recycling,  light  manufacturing,  pre-fab  housing  construction,  maritime  goods  and  services,  and 
high  tech  film  and  t.v.  production  facilities. 

Overall,  the  Giuliani  Administration  feels  that  Competitive  Communities'  focus  on 
creating  high  quality  jobs  in  high  growth  industries  is  an  appropriate  economic  development 
strategy.  The  initiative  promises  to  spark  innovation,  foster  public-private  cooperation,  and 
motivate  cities  and  neighborhoods  to  look  at  their  economy  more  strategically.  New  York  City 
must  and  will  continue  to  do  its  part,  but  the  Competitive  Communities  program  could  make  a 
difference. 

Having  said  that,  the  City  has  two  important  concerns  about  the  program.  First,  to 
ensure  some  participation  and  coordination  by  City  Hall,  we  feel  that  it  is  important  that  the 
City's  Economic  Development  Corporation  be  eligible  to  act  as  an  "intermediary"  under  this 
program.  Second,  we  would  like  clarification  of  how  this  program  will  be  funded,  including 
assurances  that  defense  conversion  dollars  will  not  be  reduced  in  any  way  to  fund  this  initiative. 
The  defense  conversion  funds  are  very  important  to  the  City  in  its  efforts  to  redevelop  civilian 
uses  for  Staten  Island's  Homeport. 

In  New  York  City,  EPM  has  the  responsibility  of  looking  beyond  the  short  term  to 
determine  how  the  city's  economy  can  best  be  served  in  the  long  run.  The  Competitive 
Communities  program  promises  to  do  this  by  stimulating  areas  of  the  City's  economy  that  are 
important  to  New  York's  role  as  a  global  commercial  center.  I  urge  the  members  of  the 
Committee  to  support  authorization  and  appropriation  for  the  Competitive  Communities  program. 
Thank  you. 
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RAMP,  the  Regional  Advanced  Manufacturing  Project  based  in  Southern 
California,  emerged  in  a  way  unique  among  economic  development  projects. 

A  union,  the  Machinists  Union  in  Southern  California,  joined  together  with  one 
of  its  companies,  HR  Textron,  a  medium-tier  defense  supplier,  to  overcome  the 
crisis  of  rapidly  disappearing  defense  jobs  and  business. 

The  district  union's  membership,  at  12,000  when  I  joined  the  union  in  1988  has 
plummeted  to  2,000.  At  HR  Textron,  the  union  lost  43%  of  its  membership  from 
1990  to  1993.  During  the  same  period,  HR  Textron  lost  22%  of  its  business, 
mostly  military  sales. 

We  found  that  our  situation  at  the  union  and  the  company  was  a  microcosm  of 
events  happening  throughout  the  country.  Our  international  union  lost  over 
half-a-million  members  in  the  past  decade  due  mostly  to  defense  cutbacks. 
Defense  contractors,  both  small  and  large,  throughout  the  country  endured 
major  downsizing  which  has  devastated  defense-dependent  communities  in  the 
process. 

In  our  effort  to  solve  the  crisis  of  HR  Textron,  we  came  up  with  RAMP-the  joint 
strategy  team,  that  includes  a  community  college,  a  university,  two  major 
corporations,  a  national  lab  and  30  small  defense  suppliers-to  address  our 
specific  dilemma,  as  well  as  the  fundamental  issues  associated  with  the  post- 
Cold  War  defense  industry  environment. 

RAMP  can  be  a  new  paradigm  for  defense  conversion-  a  paradigm  that 
concentrates  on  retaining  and  creating  new  jobs  rather  than  focusing  mainly  on 
transferring  technology  from  the  military  to  the  civilian  sector. 

Through  a  small  demonstration  grant  from  the  Department  of  Labor,  the  union 
and  the  company  have  captured  a  glimpse  of  what  RAMP  could  mean  if  its 
concepts  were  employed  throughout  many  defense-dependent  communities. 

The  company  and  the  union  targeted  one  military  project,  servo  valves,  and 
focused  on  its  transition  to  more  commercial  markets.  Of  critical  concern  to  the 
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union  was  the  proper  training,  or  reengineering,  of  the  work  force  to  not  only  enable  the  work 
force  to  transition  to  a  commercial  environment  but  also  be  able  to  compete  in  a  highly 
competitive  global  marketplace. 

The  result:  In  8  months  the  company  has  won  5  new  commercial  contracts  and  is  in 
competition  for  three  more  major  contracts.  A  major  layoff  that  was  anticipated  prior  to  the 
training  was  averted,  and  in  fact  we  have  seen  a  15%  increase  in  the  servo  valve  work  force 
since  February  from  permanent  and  temporary  workers  added  to  meet  the  workload. 

No  longer  hypothetical,  the  RAMP  pilot  projects  and  these  results  show  what  RAMp  can 
achieve  in  the  broader  defense  community.  RAMP,  by  preparing  workers  to  create  new 
commercial  markets  from  defense  products  and  technologies,  has  the  potential  to  economically 
regenerate  devastated  defense-dependent  communities  throughout  the  country. 

From  a  broader  perspective,  one  of  the  most  difficult  challenges  facing  our  country  is  the 
transformation  of  the  economy  form  one  emphasis-  in  this  case,  defense-  to  another, 
commerce.  RAMP  provides  the  means  for  this  profound  change,  and  the  I  AM,  as  the  primary 
representative  of  defense  workers  in  the  country,  is  proud  and  excited  to  have  a  prominent  role 
in  this  unprecedented  effort. 
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Mr.   Chairman,   Members   of  the   Subcommittee,   thank  you   for  inviting 
me  to  join  you  today.       I  am  Erik  R.  Pages,  Director  of  the  Defense 
Transitions  Project  at  Business  Executives  for  National  Security  (BENS). 
BENS   is  a  national,   non-partisan  organization  of  business  leaders  working 
to    strengthen    national   security    by   promoting    better   management   of 
defense   dollars,   advocating   measures   to   make   the   economy   stronger   and 
more  competitive,   and   finding  practical  ways   to  prevent  the  use  of 
weapons    of    mass    destruction. 

I  commend   you  for  holding  hearings  on   the  Department  of 
Commerce's   new   "Competitive  Communities"   initiative.      BENS  is  interested 
in   today's   discussion   because  of  our  work  in   promoting   both   successful 
diversification   by  defense   businesses   and   the  effective  reuse   of  closed 
military  bases.       BENS  not  only  works  with  legislators  here  in  Washington, 
but  we  also  advise  numerous  state  and  local  efforts  on   how  to  support 
business   diversification   and   the  redevelopment   of  closed   military   bases. 

In   our  view,  defense  conversion  does  not  require   a  complicated 
technological  fix.     What  is  needed,  however,  is  an  effective  approach  to 
community  economic  development.        Given  this  view,  we  feel  strongly  that 
the   Economic    Development   Administration   (EDA)   must   play   an   important 
leadership   role   in   developing    federal    defense   reinvestment   initiatives. 
We're   also  very  enthused   that  the   Subcommittee   has   assumed   an  active 
role    in    supporting    effective    conversion    programs. 
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BENS  has  spent  the  last  several  years  trying  to  glean  lessons  from 
successful    conversion    initiatives   developed   by   the   private   sector,   non- 
profit groups,   and   state  and   local   governments.      The  findings  of  our 
research    studies   and   interviews   with   company   CEOs   and  community 
leaders   are   remarkably   consistent.      We   have  found   that   successful   defense 
conversion   initiatives   share   several   general  characteristics,   which   I   will 
share  with  you  in  greater  detail.     They  are: 

1)  Wide   Community   Participation 

2)  Public-Private   Partnership 

3)  Focus   on   Business   Development 

4)  Strategic  Focus— A  Vision  for  the  Future 

/)      Wide     Community     Participation 

Successful   conversion   initiatives   are  usually  developed   with   the 
widest  possible  array  of  public  participation.        This  lesson  applies  most 
directly   to  community  responses   to  military  base  closures,   but  it  also 
applies   to   company   diversification   strategies.        Several   successful 
examples    of   business    diversification   relied    on   close   labor-management 
cooperation   in   developing   new   products   and   seeking   out  potential   new 
markets.     For  example,  in  California,  H.R.  Textron,  Inc.  and  the 
International    Association   of  Machinists   have   entered   into   a  cooperative 
arrangement   to   move   into  emerging   markets   for  clean  car  technology   and 
environmentally-conscious     manufacturing. 
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Wide    participation    is   even    more   important   for   community-based 
economic    development,    particularly    for    communities    seeking    to   recover 
from  the  closure  of  a  neighboring  military  base.     I  cannot  overstate  the 
importance  of  soliciting  input  from  the  entire   community  prior  to  the 
development  of  plans  for  base  reuse.       Nearly  all  of  the  examples  of 
successful  base  reuse,  such  as  England  Air  Force  Base  (Alexandria,  LA)  and 
Williams  Air  Force  Base  (Mesa,  AZ),  relied  on  wide  community  input  in  the 
creation    of   their   redevelopment   plans.1       Such  input  expands  the  range  of 
potential    redevelopment    options,    and,    more    importantly,    creates    political 
momentum    in    support   the   community's    final   redevelopment   plans. 

2)     Public-Private     Partnership 

A   second   key   ingredient   to   successful   programs   is   partnership 
between   the   private   and   public   sectors.      Government   cannot   mandate 
conversion  from  above-that  is  a  recipe  for  certain  failure.  Instead, 

public    officials    must   help   create   economic   development   strategies   based 
on   the   guidance,  needs,   and  resources   of  the  private   sector  and   other 
affected   parts    of   the   community. 

Let  me  again  point  to  some  lessons  learned  from  our  base  closure 
experiences.        One   of  the  country's   model   programs   for  recovering   from 
defense  cutbacks  is  located  in  Fort  Worth,  Texas  where  the  city  has  been 
struggling  to  respond  to  the  closure  of  Carswell  Air  Force  Base  and  lay- 
offs at  the  local  Lockheed  aircraft  plant.       In  this  case,  Kay  Grainger,  the 
Mayor  of  Fort  Worth,  took  the  lead  in  forging  a  community  response. 
However,   her  efforts   were   based   on   close  cooperation   with   the   local 


1  For  details  on  these  cases,  see  Keith  Cunningham,  Base  Closure  and  Reuse:  24  Case  Studies, 

BENS  Special  Report,  April  1993. 
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business   community— ranging   from   small   businesses   to   large   firms   like 
Lockheed-Fort  Worth,   Burlington  Northern,  and   BankOne.        These  groups 
now  comprise  an  Economic   Diversification   Board  which  is  developing  a 
new  economic  vision  for  Fort  Worth.     While  the  Board's  work  is  still 
ongoing,  many  of  its  proposals,  such  as  creation  of  a  one-stop  shop  for 
business  assistance,  align  closely  with  the  EDA's  "Competitive 
Communities"    plan. 

3)     Focus     on     Business    Development 

A  third  lesson  from  our  work  is  that  successful  programs  focus  on 
business   development:      creating   new   businesses   and   making   existing 
companies   more  competitive.        Many   state  and   local  programs  already 
provide  these  types  of  services,  but  Washington  has  not  done  a  good  job 
in   terms   of  supporting   business  development.      Indeed,   the  absence   of 
business   development  initiatives  is  the  most  glaring  weakness  of  the 
Clinton    Administration's    defense    reinvestment    program. 

In   our  view,   existing   defense  reinvestment  initiatives,   particularly 
the  Technology   Reinvestment  Program  (TRP),  place  far  too  much  emphasis 
on  funding  R&D  for  emerging  technologies.       While  support  for  R&D  is 
necessary   to  ensure  future  military  and  economic   strength,  this  is  a  long- 
term  proposition.        R&D  funding  does  little  over  the  short-term  to  aid 
adjustment   for   defense-dependent   communities   and   companies. 

Expanded   federal   investment  in   support  of  small   business 
incubators,    business   development   services,    marketing    assistance,    and   new 
financing   mechanisms  will  provide  a  much  more  effective  means  of  easing 
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adjustment   and   creating   new   growth   opportunities   for  the   future.2    As  you 
know,   these   services   are  especially   important  for  defense  firms   who  have 
traditionally    operated    in    a   business   environment   quite   different   from   that 
facing  most  commercial  businesses.        Here,  I  would  point  to  the  various 
development  activities  of  St.   Louis  County  (Mo.),  Pennsylvania's  Benjamin 
Franklin  Partnerships   or  Ohio's  Edison  Centers  as  promising  models  for 
the  rest  of  the  nation. 

4)    Strategic    Focus-A     Vision    for    the    Future 

My   final   point-the   need   for  a  compelling   future  vision-includes 
components  of  all  of  these  lessons.     Creating  a  vision  for  the  future 
sounds  simple  in  theory,  but,  in  practice,  the  process  can  be  fraught  with 
complications.      This  is  especially  true  for  communities  facing  major 
economic  dislocations.     When  faced  with  major  layoffs  or  the  closure  of  a 
military  base,  communities  often  simply  ask:     How  can  we  replace  lost 
jobs? 

The  result  of  this  effort  might  be  a  knee-jerk  reaction  that  could 
hamper  future  prospects  for  economic  growth.     We  have  seen  this 

o 

problem  in  many  communities  where  Air  Force  bases  have  closed.  These 
communities  often  choose  to  turn  a  military  airport  into  a  civilian  airport. 
In  most  cases,  this  decision  seems  to  make  sense  and  offers  the  potential 
for  relatively  quick  job  creation.  Unfortunately,  these  communities  have 
often  failed  to  fully  examine  the  economic  potential  and  need  for  civilian 
airports.     In  several  cases,  such  as  Richards-Gebaur  Air  Force  Base  (near 


2  For  background,  see  Erik  R.  Pages,  Next  Steps  in  Business  Conversion:  Supporting  Innovation  and 

Entrepreneurship.  BENS  Special  Report,  November  1993. 
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Kansas   City,   MO),   communities   have   been   forced  to  consider  new  options 
after   the  collapse   of  their  original   plans   for  civilian   airport  development. 

Instead  oof  simply  seeking  a  quick  fix,  communities  should  seek  to 
create   an   alternative  economic   vision.        A  better  question  for  distressed 
communities  is:     What  types  of  economic  activity  do  we  want  in  our 
community  and  what  can  we  do  to  attract  them? 

The  importance  of  a  future  vision  has   been  confirmed  in  recent 
studies    of   effective    business    management3  which  note  that  many 
companies  succeed  due  to  a  compelling  vision  of  the  future.     For  example, 
much   of  Apple  Computer's  success  can  be  attributed  to  its  founders' 
compelling  vision  of  a  computer  for  every  "man,  woman  and  child"  in  the 
U.S.        My  research  into  successful  defense  business  diversification 
strategies   certainly   confirms   the   importance   of  a  compelling   future   vision. 
Management   had   a  clear  strategic   picture   of  a  defense  company's 
commercial   future   in   nearly  every  case  of  successful   business 
diversification. 

These  strategic  visions   are  equally  important  for  community 
economic   development.      The  redevelopment  of  Fort  Ord  (near  Monterey, 
CA)  offers  a  good  example  of  this  process.     Community  leaders  developed 
a  vision  for  the  Fort  Ord's  reuse  based  on  the  region's  strength  as  a  center 
for  marine  and  environmental   sciences  and  technologies.        Based  on  this 
vision,   the  community   has   succeeded  in   attracting  a  branch  campus   of  the 
California  State  University  System  and  a  University  of  California 
technology  center  which   will   focus   on   environmental   monitoring, 
assessment    and    prediction. 


3  See  Gary  Hamel  and  C.K.  Prahalad,  "Competing  for  the  Future,"  Harvard  Business  Review. 

July-August  1994,  pp.  122-128. 


156 
THE   ROLE  OF  EDA   AND   "COMPETITIVE  COMMUNITIES" 

Mr.   Chairman,   we   feel  that  the  Economic   Development 
Administration    has    great   potential   to   implement   new   defense   conversion 
initiatives  based  on  these   "lessons  learned."     Indeed,  much  of  the  new 
Competitive   Communities   plan   appears   to  be  based  on   similar  ideas. 
However,  before  reviewing  this  plan,  I  would  first  urge  the  Committee  to 
do  all  it  can  to  work  with  the  Senate  to  pass  the  EDA  reauthorization  bill 
this  year.       This  legislation  will  help  create  the  framework  so  important  to 
the   success   of  the   "Competitive   Communities"   initiative. 

Since  the  "Competitive  Communities"   initiative  has  not  yet  been 
completely  finalized,  we  are  still  awaiting  more  information  on  all  of  the 
program's  details.       I  would  caution  that  the  EDA  still  needs  to  do  a  better 
job  of  providing  details  on   the  funding   sources  for  "Competitive 
Communities,"   the  relative  weighting  for  each   factor  in   the  competitive 
selections  process,   and  examples  of  the  specific   types  of  activities   to  be 
funded. 

Nonetheless,   it  does   appear  that   the   initiative  could   significantly 
enhance  federal  economic   development  initiatives.        In  our  view,   the 
following   aspects   of  the   plan   will   make   especially  important  contributions 
to   the   communities   affected   by   defense   downsizing: 

•  Focus     on     private     business     development 
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The   most   important   aspect   of  the    "Competitive   Communities" 
proposal   is   its  emphasis   on  developing  strategies   to  make  local  economies 
more  competitive.      It  will  specifically  focus  on   how  communities  can 
attract   new   businesses   and   enhance   the   competitiveness   of  existing   firms. 
As  I  noted  earlier,  support  for  business  development  is  the  missing  link  in 
federal    defense    reinvestment    initiatives. 

These  tasks  are  not  as  politically  sexy  as  funding  R&D  for  next- 
generation   technology.      Nonetheless,  it  is  the  more  mundane  work  of 
supporting   business  development  that  is  going   to  help  retain  jobs   and 
create   new  employment  opportunities  in  the  future.      In  addition   to 
infrastructure   investments,   EDA   could   help   support   programs   for 
marketing   assistance,   business  incubators,  and   new  sources  of  debt  and 
equity  financing.       If  the  program  works  as  planned,  I  think  the  Congress 
should  be  able  to  see  concrete  signs  of  progress  (measured  in  jobs 
created   or  retained)   within   the   next  2-3   years. 

•  National     competition     among     a     variety     of    service     providers 

As  you  know,  EDA  has  traditionally  provided  funding  through  public 
sector  institutions  based  at  the  community  level.        Under  the  "Competitive 
Communities"   plan,   funds  could   also   be  provided   to  non-profit 
development     organizations. 

Expanding  the  range  and  type  of  eligible  grantees  should 
significantly  improve  the  quality  of  programs  funded  by  EDA.       On  its  own, 
competition   ought   to   have   beneficial  effects,   ensuring   that  funds   are 
granted   to   the   most  competitive   programs.      Even   more  important, 
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however,   is    the   fact   that   many   non-profit  development   organizations   have 
been   at  the   forefront  of  the   so-called   "third  wave"   of  economic 
development   thinking.      Their  new  ideas   and   programs,   such   as   microloan 
funds   and   community   development   banks,   can   help  rejuvenate  EDA's 
defense  conversion  initiatives.       Experts  all  agree  that  there  is  no  "silver 
bullet"   solution   to   the  defense  conversion  challenge.     The  EDA's  proposed 
competition   will   help  ensure  that  we  pursue  a  host  of  experiments 
tailored   to   the   needs   and   future  visions   of  individual  communities. 

•        Effective     Criteria     for     Selecting     Projects 

The   announced   criteria   for   selecting   projects   also   offer  potential 
benefits.     First,  EDA's  traditional  focus  on  distressed  areas  will  help 
broaden   the   range   of  communities    supported   by   federal   defense 
reinvestment  projects.     As  you  know,  the  big  winners  of  TRP  funds  have 
been    larger    defense    contractors    and    communities    with    high-technology 
industrial   bases.        The   Competitive   Communities   plan   should   badly-needed 
support  to   those  defense-dependent  communities   left  out  of  the  TRP 
process. 

Second,   the  plan's  emphasis   on  job  creation  and   promotion  of  new 
economic   activity   will   probably   generate  more  effective   services  for  small 
and   medium-sized  businesses.      BENS'  research  has   shown   that  these 
smaller  firms   tend   to   have  a   greater  need   for  outside  assistance  when 
compared    to    the    larger   prime    defense    contractors. 

Finally,   the   requirement   for  detailed   business   plans   should   spur 
strategic   thinking   and   help   ensure   that   limited   dollars   go   to  communities 
and   companies   with   the   greatest   prospects   for  economic   recovery.      The 
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plans    should    provide   concrete   performance   measures   to   both    the 
Congress  and   EDA-these  measures  can  be  employed  before  the  fact  to 
determine  the  quality  of  a  given  plan  and  after  the  fact  to  gauge  the 
program's  overall  effectiveness.        As  a  final  thought,  I  would  add  that  the 
Congress   and   the  EDA   should  pay   strict  attention   to  the  community's 
performance  measures.        If  communities  fail  live  up  to  their 
commitments,    federal    support    should    cease. 

CONCLUSION 

Mr.    Chairman,    supporting   the    successful    transition    of  defense- 
dependent   firms    and   communities   presents   a   daunting   challenge   that 
cannot  be  solved  with  a  "one  size  fits  all"  policy.     We  need  to  develop  a 
variety   of  solutions   that  tackle   different  parts   of  the  conversion 
challenge—including    retraining,    technology    commercialization,    business 
development,    and    financing. 

EDA  certainly  cannot  tackle  all  of  these  problems.     However,  the 
agency   does   enjoy   special   expertise   in   supporting   economic   development. 
With  the  Competitive  Communities  initiative,  the  EDA  has  recognized  the 
need  for  new  thinking  about  how  it  supports  this  mission.       By  combining 
this  effort  with  the  new  defense  reinvestment  programs  under  way   in 
other  agencies,   we  can  move  further  along   the  road  toward  creating  a 
comprehensive  package  of  services   that  can  be  tailored   to  the  needs  of 
individual    companies,    communities,    and    workers. 

I  commend   you  for  your  efforts  to  shed  light  on  this  important  issue 
and   I  look  forward  to  working  with  the  Subcommittee  as  it  continues  its 
work. 
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Chairman  Wise,  other  distinguished  members  of  the  subcommittee, 
I  am  honored  to  appear  before  you  today  to  discuss  the  successful 
efforts  of  the  Honorable  Gaston  Caperton,  Governor  of  the  State  of  West 
Virginia,  and  of  the  Legislature  of  the  State  of  West  Virginia  to  work 
together  to  create  a  resource  for  job  creation  and  economic  development 
that  is,  in  my  view,  insightful  and  imaginative. 

West  Virginia  is  rich  in  natural  beauty  and  in  natural  resources  as 
well  as  being  gifted  with  citizens  who  are  independent,  self-reliant  and 
hard  working,  when  given  the  opportunity. 

The  natural  beauty  of  the  State  is  wondrous  to  behold,  but  creates 
natural  obstacles  to  economic  development  not  common  to  less  rugged 
terrain.  Because  of  the  mountainous  nature  of  the  State,  the  cost  to 
install  the  most  basic  infrastructure  is  much  greater  than  the  cost  for 
states  with  which  we  compete  for  industry.  Modern  interstate 
highways,  built  with  the  help  of  this  body,  have  been  a  blessing  to  the 
economic  development  of  the  State.  Accessibility,  as  you  know,  is  a  key 
ingredient  for  any  business  to  prosper.  However,  our  roads  are  much 
more  expensive  to  build  and  are,  therefore,  for  lack  of  funds,  often  the 
last  to  be  completed. 

For  years,  coal  and  coal-related  businesses  have  been  a  major 
employer  and  a  major  economic  engine  for  the  State.  Today,  coal  is 
being  mined  at  very  high  production  rates  and  is  still  an  important  part 
of  the  economy  of  the  State,  but  with  fewer  employees.  Other 
industries,  while  growing,  have  not  grown  at  a  pace  sufficient  to  absorb 
the  available  work  force.  An  additional  complicating  factor  is  that  the 
location  of  the  growth  that  is  occurring  and  the  location  of  the  highest 
number  of  available  workers  are  not  usually  the  same.  That  is  to  say 
that  coal  mining  and  terrain  that  is  conducive  to  industrial  development 
do  not  normally  go  hand  in  hand,  so  the  high  unemployment  areas  and 
the  development  businesses  are  not  in  the  same  place.  It's  easy  to 
understand  why  good  roads  are  more  crucial  for  West  Virginia  than  they 
might  be  to  others. 

Faced  with  economic  development  challenges  that  are  unique, 
Governor  Caperton  and  the  Legislature  created  a  unique  agency  to  help 
address  the  challenge  -  the  Jobs  Investment  Trust  Board  (JIT). 
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The  JIT  was  created  in  1992  as  a  "public  body  corporate  and 
established  to  improve  and  otherwise  promote  economic  development 
within  the  state."  Its  mission  is  to  make  investment  funds  available  and 
inject  needed  capital  into  the  business  community  to  promote  business 
development  and  job  creation  within  the  State.  The  JIT  mission  can  be 
accomplished  by  making  loans,  insuring  loans,  using  innovative 
investment  plans  and  options,  equity  financing  or  other  forms  of 
financing  or  credit.  Specifically,  and  I  believe  most  importantly,  the 
Legislature  directed  the  JIT  to  provide  "Venture  Capital"  for  eligible 
businesses  in  the  State. 

The  JIT  was  authorized  by  the  legislature  to  accept  grants,  gifts, 
and  appropriations  and  to  generate  revenue,  all  for  the  purpose  of 
furnishing  money  and  credit  to  approved  businesses  -  or  for  promoting 
new  and  innovative  projects  -  or  for  upgrading,  expanding  and  retaining 
existing  projects. 

The  "Act"  which  established  the  JIT  directed  the  JIT  to  use  its 
funds  for  the  "development,  promotion  and  expansion"  of  the  State's 
economy  and  to  provide  opportunities  to  "businesses  and  colleges  and 
university  students"  to  develop  plans  for  creative  and  innovative  projects 
and  investment  opportunities. 

JIT  received  a  one-time  funding,  in  1992,  of  $10,000,000.  The 
current  fund  balance,  including  investments,  is  approximately 
$  1 0,200,000.  We  do  not  currently  receive  additional  appropriations.  To 
date,  the  JIT  has  investments  in  five  businesses  and  has  one  outstanding 
commitment,  all  of  which  total  about  $8.4  million.  The  fund  is  not 
allowed  to  invest  more  than  20  percent  of  its  assets  in  any  one  business 
without  approval  of  the  Legislature  and  the  Governor. 

The  businesses  we  have  funded  or  have  committed  to  fund  have 
created  or  will  create  approximately  1 ,265  jobs  or  approximately  one  job 
per  $6,600  of  investment.  All  of  this  is,  of  course,  very  good  news  for 
West  Virginia.  The  other  side  of  the  coin  is  that  we  currently  have  about 
$1 .8  million  left  for  other  investments.  Not  much  money  if  one  expects 
to  create  a  business  that  can  employ  more  than  just  a  few  people. 
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In  order  to  deal  with  the  limited  availability  of  funds,  we  have 
chosen  an  investment  strategy  that  calls  for  a  limited  investment  in  the 
equity  of  the  business  and  additional  investments  in  the  form  of  short- 
term  senior  and/or  subordinated  debt,  as  the  case  requires.  Even  with 
this  strategy,  the  turnaround  of  our  funds  can  be  from  two  to  five  years, 
or  longer,  and  can  create  a  financial  burden  for  the  business,  something 
a  new  enterprise  can  ill  afford.  Additionally,  the  lack  of  sufficient  equity 
can  handicap  a  new  business  in  its  effort  to  assimilate  itself  into  the 
more  traditional  capital  sources. 

I  mentioned  earlier  that  a  purpose  of  the  JIT  was  to  provide 
venture  capital.  I  would  like  to  briefly  tell  you  why  I  think  this  is  very 
important.  West  Virginia,  like  other  states,  has  private  venture  capital 
available  and,  like  other  private  funds,  they  seek  to  maximize  their  return 
by  investing  in  businesses  they  think  they  can  help  to  succeed.  Often, 
these  investments  are  in  natural  resource  related  industries  and  do  not 
help  our  economy  to  diversify.  The  strategy  of  investing  in  known 
industries,  for  a  private  fund,  is  very  common  throughout  the  nation;  and 
I  am  not  at  all  critical  of  it,  but  it  is  not  as  helpful  in  job  creation  and 
diversification  as  it  might  be  otherwise. 

The  JIT,  on  the  other  hand,  was  specifically  directed  to  foster 
economic  development  within  the  State  to  help  create  and  retain  jobs  for 
West  Virginia.  The  JIT  is  the  only  "Venture  Fund"  to  include  jobs 
creation  as  an  underwriting  criteria.  Other  funds  evaluate  the  number  of 
jobs  only  as  it  relates  to  an  expense  item  on  the  prof  it-and-loss  statement 
and  not  as  a  goal. 

The  point  that  I  would  like  to  make  is  that  there  are  a  number  of 
sources  for  loans  and  loan  guarantees,  from  several  state  and  federal 
agencies,  for  new  and  developing  companies.  There  are  few  public 
sources  of  "equity"  for  those  same  companies.  An  important  benefit  of 
venture  capital  equity  is  the  skill  and  expertise  of  those  who  are  usually 
involved  in  administering  a  venture  fund,  whether  public  or  private. 
Typically,  those  people  have  personal  experience  as  managers,  senior 
executives  or  personal  entrepreneurial  experiences  on  which  to  draw. 
These  skills  can  often  mean  the  difference  between  the  success  or  failure 
of  a  new  business. 
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As  you  consider  the  various  tools  at  your  disposal  in  the  formation 
of  this  economic  development  activity,  I  encourage  you  to  consider 
setting  aside  funds  to  be  used  as  a  source  of  equity  to  be  made  available 
through  community-based  organizations.  It  is  my  belief  that  this  would 
be  a  novel,  constructive  approach  to  economic  development  and  job 
creation.  Coincidentally,  the  JIT  is  empowered  to  accept  grants  and 
appropriations. 

Chairman  Wise,  members  of  the  Subcommittee,  I  sincerely 
appreciate  your  attention  and  this  opportunity  to  brag  on  West  Virginia's 
innovative  progressive  approach  to  job  creation.  I  hope  we  will  have 
other  opportunities  in  the  future.    Thank  you. 
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"CREATING  COMPETITIVE  COMMUNITIES:  MODELS  ACROSS  AMERICA" 

I  would  like  to  thank  the  Subcommittee  for  affording  me  the  opportunity  to 
testify  on  this  important  matter.   I  am  here  representing  the  Southern  Tier 
West  Regional  Planning  and  Development  Board,  a  municipal  government  agency 
serving  the  three  southwestern-most  counties  in  New  York  State. 

The  population  of  our  very  rural  three  county  region  is  approximately 
275,000.   We  are  located  approximately  60  miles  south  of  Buffalo,  which  is 
the  nearest  metropolitan  area.   Historically,  we  had  a  very  diversified 
economy,  with  strong  manufacturing  and  agricultural  sectors.   We  had  a 
skilled  labor  force,  with  a  reputation  of  high  productivity.   However, 
since  the  1970' s,  we  have  experienced  long  term  structural  deterioration  in 
all  sectors  of  our  regional  economy.   We  have  lost  significant  population, 
and  with  that  we  have  lost  much  of  our  skilled  work  force.   The  rural 
southwestern  portion  of  New  York  State  has  lost  approximately  twenty  major 
employers  in  the  past  four  years.   This  has  negatively  impacted  local  tax 
bases  and  local  transfer  payment  burdens  as  well,  threatened  the  fiscal 
stability  of  local  governments  and  depressed  the  region's  quality  of  life. 

Our  region's  infrastructure,  where  there  is  any,  is  aging  and 
deteriorating,  and  our  local  governments  have  insufficient  resources  to 
invest  in  the  rehabilitation,  and  in  some  cases  the  initial  installation, 
of  essential  infrastructure.   As  an  example,  of  our  region's  131 
communities,  80%  do  not  have  municipal  sewer  systems,  58%  do  not  have 
municipal  water  systems,  and  of  those  58%  with  municipal  water,  a  number 
still  use  antiquated  wooden  transmission  lines.   This  type  of  situation  not 
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only  impacts  quality  of  life,  it  is  an  ultimate  roadblock  to  attraction  of 
economic  investment. 

Southern  Tier  West  was  designated  by  the  Economic  Development 
Administration  as  an  Economic  Development  District  in  1977 .   Since  then,  we 
have  provided  essential  planning  and  development  assistance  to  our 
economically  distressed  region.  As  an  Economic  Development  District,  we 
would  like  to  thank  the  Subcommittee  and  Committee  for  their  recommendation 
for  additional  Title  I  and  Title  IX  EDA  funds,  which  have  been  so  helpful 
in  our  region  and  in  many  regions  like  ours. 

The  proposed  Competitive  Communities  program  is  a  formalized  programmatic 
approach  to  something  which  Southern  Tier  West  has  been  doing  for  some 
time.   First,  it  is  economic  development  predicated  on  localized  regional 
planning.   Second,  it  is  partnering  between  the  public  and  private  sectors. 

Third,  it  is  partnering  between  all  levels  of  government.   Fourth,  it  is 
private  sector  investment  and  local  public  investment  leveraging  state  and 
federal  investment.  Whether  this  new  program  is  created  or  not,  my 
organization  will  continue  to  use  this  same  model  for  economic  development, 
because  it  works.   In  fact,  our  model  is  a  good  model  for  the  new  program, 
again  because  it  works. 

Now  I  would  like  to  describe  our  model  project. 

The  project  involves  ACME  Electric  Corporation,  which  designs,  manufactures 
and  markets  power  conversion  equipment  for  electronic  and  electrical 
systems.  ACME'S  principal  markets  encompass  computer,  test  equipment, 
information  systems,  military,  aerospace,  and  telecommunications.   ACME'S 
Electronics  Division  is  located  in  Cuba,  New  York.   The  Electronics 
Division  focuses  on  original  equipment  markets  for  custom  switching  and 
uninterruptible  power  supplies.  A  prime  example  of  the  product  line  is 
backup  power  supplies  for  computers.   The  backup  power  supply  functions 
upon  the  failure  of  the  computer's  primary  power  supply. 

A  short  history  is  useful  here.   In  the  1930' s,  sensing  a  development 
opportunity,  the  community  of  Cuba,  New  York  targeted  ACME  Electric 
Corporation  for  an  active  industrial  recruitment  campaign.  A  large  equity 
investment  in  the  company  by  members  of  the  community  induced  ACME  to 
locate  a  new  facility  in  the  community.   In  the  decades  following,  ACME 
evolved  into  a  manufacturer  of  technology-based  electronic  products  in  the 
international  marketplace.   The  initial  investment  made  by  the  community 
has  been  returned  many  times. 

Allegany  County  is  a  rural  county,  with  a  population  of  approximately 
50,000,  and  with  total  county  manufacturing  employment  of  3,200.   Sixty 
years  after  locating  in  Cuba,  ACME  was  the  third  largest  manufacturing 
employer  in  Allegany  County,  with  a  peak  employment  of  400.   However,  due 
to  increased  competition  and  an  outmoded,  low  productivity  facility,  ACME 
had  decided  to  close  its  Cuba,  New  York  operations  and  in  fact  exit  these 
product  lines.   The  closing  would  result  in  the  loss  of  many  hundreds  of 
jobs,  both  at  ACME  and  at  other  employers  throughout  our  region,  which  are 
dependent  upon  ACME's  existence. 
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The  community  realized  that  if  the  situation  persisted,  the  Cuba  plant 
closure  was  inevitable.   The  community  then  rallied  to  retain  ACME'S  Cuba 
operations.   In  order  to  keep  the  Cuba  facility  open,  ACME  needed,  among 
other  things,  a  new  state-of-the-art  electronic  component  assembly 
facility.   This  would  help  ACME  to  maintain  its  global  competitiveness. 

In  addition  to  the  construction  of  the  new  facility,  the  project  also 
involved  the  spin-off  of  certain  product  lines  to  consolidate  operations; 
the  purchase  of  two  outmoded  facilities;  the  leaseback  of  space  in  one  of 
the  old  ACME  facilities;  water,  wastewater,  and  access  road  infrastructure 
construction;  machinery  and  equipment  purchase;  job  training;  industrial 
effectiveness  and  productivity  assistance;  reduced-rate  electric  and 
natural  gas  utility  rates;  and  a  downtown  commercial  revitalization 
program. 

A  public-private  partnership  was  needed  to  accomplish  this  comprehensive 
project.   In  addition  to  ACME,  the  partnership  involved  a  diverse  group  of 
local,  state,  and  federal  governmental  entities.   Assembly  of  the 
appropriate  project  required  overcoming  conflicting  program  requirements 
and  coordination  problems,  but  in  the  end  a  project  was  designed  that 
utilized  the  unique  programmatic  capacities  of  all  the  participants. 

ACME'S  old  facility  in  Cuba  New  York  was  inappropriate  for  its  electronics 
assembly  operations,  and  as  a  result,  the  project  involved  the  construction 
of  a  new  facility  locally  and  the  transfer  of  ACME'S  electronics  assembly 
operations  to  the  new  facility.   However,  ACME  had  other  less  "clean" 
operations  at  the  old  facility  which  it  needed  to  continue  to  operate  at 
the  old  facility  (e.g.,  machine  shop  operations,  metal  bending  operations, 
painting  and  powder  coating  operations,  etc.)  because  these  operations 
could  not  be  brought  along  to  the  new  "clean"  facility. 

Financially,  ACME  could  not  continue  to  operate  the  current  facility  while 
utilizing  only  a  fraction  of  its  total  square  footage.   Therefore,  the 
project  involved  the  purchase  of  the  old  facility  by  a  local  non-profit 
development  corporation,  and  the  multi-year  leaseback  of  a  certain  amount 
of  square  footage  to  ACME  so  that  ACME  might  continue  to  operate  its 
"dirty"  operations  necessary  to  support  the  electronics  assembly  operation. 

The  local  development  corporation  is  operating  the  purchased  facility  as 
an  industrial  mall,  leased  to  interested  companies,  until  a  buyer  for  the 
entire  facility  can  be  identified.   This  has  the  double-edged  impact  of 
encouraging  the  diversification  of  the  local  economy  through  the  support 
for  the  development  and  expansion  of  other  manufacturing  businesses,  which 
is  accomplished  through  the  creation  and  operation  of  this  industrial  mall. 

The  non-profit  local  development  corporation  was  the  natural  entity  to 
accomplish  this  component  of  the  project.   Acquisition  financing,  however, 
required  a  bank  loan,  available  only  with  the  provision  of  a  Farmers  Home 
Administration/Rural  Development  Administration  loan  guarantee.   The 
facility  buy-out  team  included  staff  from  ACME,  the  local  development 
corporation,   Farmers  Home  Administration/Rural  Development  Administration, 
New  York  State's  regional  economic  development  representatives,  a 
commercial  bank,  a  local  university,  and  Southern  Tier  West. 
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As  indicated,  the  Retention/Expansion  Project  involved  the  construction  of 
a  new  facility.   A  municipal  infrastructure  project  component  was  implied 
by  the  need  to  bring  water  and  wastewater  services  to  the  new  rural 
facility  site.   Southern  Tier  West,  with  the  assistance  of  the  Allegany 
County  Industrial  Development  Agency,  or  IDA,  and  ACME,  coordinated  the  new 
facility  construction  program  and  the  infrastructure  program.   The  County 
IDA  became  the  construction  project  developer  for  both  the  building 
construction  project  and  the  infrastructure  project,  with  ACME  as 
construction  agent.   The  County  IDA  was  the  natural  entity  for  the  role  of 
construction  project  developer,  because  it  was  the  only  entity  with  both 
project  development/management  capacity  and  financing  program  eligibility. 
Other  participants  in  the  new  facility  construction  project  team  included 
the  EDA,  Allegany  County,  the  local  development  corporation,  New  York  State 
Urban  Development  Corporation  and  its  regional  representatives,  several 
commercial  banks,  ACME'S  engineering  and  construction  consultant  team, 
ACME,  and  Southern  Tier  West.   Other  participants  in  the  infrastructure 
construction  project  team  include  New  York  State  Urban  Development 
Corporation,  the  commercial  bank,  Farmers  Home  Administration/Rural 
Development  Administration,  ACME,  and  Southern  Tier  West. 

The  building  construction  project  and  the  infrastructure  construction 
project  each  actually  had  to  be  conceptualized  as  several  different 
projects,  and  in  some  cases  bid  as  separate  different  projects,  in  order  to 
comply  with  sometimes  conflicting  public  financing  program  eligibility 
requirements.   Coordination  and  program  compliance  was  an  extremely 
difficult  part  of  this  process.   Necessary  cooperation  as  regards  the 
infrastructure  project  was  provided  by  the  Town  and  Village  of  Cuba,  which 
developed  a  water  system  plan,  created  new  sewer  and  water  districts, 
upgraded  portions  of  their  existing  municipal  infrastructure  system,  etc., 
all  with  the  assistance  of  ACME. 

Throughout  the  process,  the  environmental  review,  historical  property 
review,  and  archeological  review  processes  were  accomplished  locally  by  a 
project  team. 

State  of  the  art  production,  materials  handling,  and  testing  equipment  was 
required  to  mount  a  serious  productivity  enhancement  program  at  volume 
production  levels.   This  component  was  managed  by  the  Southern  Tier  West. 
The  equipment  financing  team  included  Southern  Tier  West,  ACME,  Farmers 
Home  Administration/Rural  Development  Administration,  New  York  Job 
Development  Authority,  the  local  EDA  revolving  loan  fund  operator,  and  EDA 
itself. 

Job  training  and  industrial  effectiveness/productivity  assistance  were 
required  to  bring  advanced  manufacturing  technologies  (including  cell 
manufacture  and  Total  Quality  Management)  to  the  electronics  assembly 
operation.   This  component  was  managed  through  the  New  York  State  regional 
economic  development  representatives.   A  training  group  loosely  made  up  of 
representatives  from  ACME,  the  Allegany  County  Private  Industry  Council, 
New  York  State,  and  the  local  community  college  ended  up  delivering  this 
project  component,  financed  through  several  sources.   Additionally,  it 


169 


should  be  mentioned  that  ACME's  employee's  union  agreed  to  concessions 
which  enabled  the  company  to  stay  in  business  in  this  division,  operating 
in  a  new  mode  (cell  production  with  Just-In-Time  and  Total  Quality 
Management)  so  as  to  become  more  productive. 

A  payment  in  lieu  of  taxes,  or  PILOT,  and  a  reduced-rate  electric  and 
natural  gas  utility  rate  were  negotiated  in  order  to  make  the  new  facility 
financially  feasible  for  ACME  to  operate  as  it  attempts  to  rebound  to 
profitability  in  its  troubled  Electronics  Division.   The  PILOT  also  was  the 
province  of  the  County  IDA.   Southern  Tier  West  was  of  assistance  in 
obtaining  natural  gas  line  relocation  assistance  and  incentive  rate 
structures  from  the  local  utility  company.   New  York  State's  regional 
economic  development  representative  was  of  assistance  in  obtaining 
incentive  rate  structures  from  the  local  electric  utility  company. 

To  make  the  community  more  attractive  to  ACME  and  to  ACME's  customers,  a 
downtown  commercial  revitalization  program  was  approved,  and  a  local  motel, 
a  local  bed  and  breakfast,  and  a  local  restaurant  were  developed.   These 
projects  were  managed  privately,  albeit  with  some  public  sector  financing 
assistance  (local  EDA  Title  IX  and  State-funded  revolving  loan  funds) .   The 
local  community  has  taken  the  lead  in  developing  the  downtown  commercial 
revitalization  program.   This  program  is  to  be  implemented. 

The  overall  project  cost  exceeded  $8  million.   Federal  participation 
included  funding  from  the  Economic  Development  Administration  and  the 
Farmers  Home  Administration/Rural  Development  Administration.   The  EDA 
participation  involved  $1.5  million  from  the  Title  IX  SSED  program,  matched 
by  $500,000  of  local  cash  from  the  Allegany  County  government,  and  $150,000 
from  a  local  Title  IX  LTED  revolving  loan  fund.   The  FmHA/RDA 
Administration  participation  involved  $240,000  from  the  Industrial 
Development  Grant  Program  and  $150,000  from  the  Intermediary  Relending 
Program.   New  York  State  participated  in  the  project  through  several 
different  programs;  State  funding  totalled  approximately  $2.25  million. 
The  balance  of  the  funding  was  done  through  ACME's  own  equity  investment 
and  commercial  bank  financing.   Additional  key  contributors  included 
ACME's  labor  union,  utility  companies,  other  local  governments  and 
government  agencies,  and  other  development  organizations. 

The  project  has  enabled  ACME  to  leave  its  inefficient,  unproductive  and 
uncompetitive  past  history  as  a  low  technology  transformer  manufacturer 
behind,  to  become  a  competitive  player  in  high-tech  global  electronics 
markets.   In  the  words  of  Harry  Koba,  Project  Manager  for  ACME,  "Without 
the  development  of  a  comprehensive  program  for  the  rebirth  of  ACME's 
Electronics  Division,  the  Electronics  Division  facility  in  Cuba  would  have 
been  abandoned,  all  of  its  employees  laid  off,  and  ACME  would  have  exited 
this  product  market.   This  project  would  not  have  occurred  without  EDA,  or, 
in  point  of  fact,  without  the  partnership  of  all  the  players  in  this 
project. " 

The  new  ACME  facility  is  on  schedule  for  occupancy  in  early  October  1994. 
Employment  now  stands  at  335  full  time  employees,  and  will  go  to  a  net  400 
employees  by  October  1997. 
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My  organization,  Southern  Tier  West,  coordinated  the  primary  public  sector 
project  team,  which  managed  all  aspects  of  the  ACME  Project.   Three  factors 
were  critical  to  the  success  of  the  project:  the  community's  willingness  to 
invest  in  local  economic  development;  the  active  partnerships  between 
federal,  state,  and  local  governments  and  the  private  sector;  and  finally, 
local  development  expertise.   In  our  region,  we  call  this  the  "critical 
mass  theory  of  economic  development,"  which  involves  bringing  many  and 
diverse  resources  to  bear  to  turn  a  development  problem  into  a  development 
opportunity.   The  Economic  Development  District  is  the  local  entity  with 
the  capacity  and  mission  both  to  think  regionally  about  development  and  to 
bring  this  critical  mass  of  resources  to  bear  at  the  local  level.   The 
Competitive  Communities  Program  would  be  of  assistance  in  projects  such  as 
this  because  it  has  exactly  this  same  focus,  and  could  possibly  remove  some 
of  the  inherent  problems  with  utilizing  existing  programs  in  such  non- 
traditional  projects. 

Southern  Tier  West  has  plans  to  undertake  several  other  major  development 
projects,  some  involving  high  technology  businesses  and  alternative  energy 
sources,  which  are  developable  regional  resources.   These  projects  will 
require  these  same  intergovernmental  and  public-private  partnerships;  the 
same  multi-agency,  multi-component,  multi-programmatic  effort;  and  the 
commitments  of  millions  of  dollars  of  investment  in  both  private  and  public 
funds.   Nevertheless,  the  ultimate  returns  should  be  on  the  order  of 
several  magnitudes,  when  the  re-circulation  of  invested  funds  are 
considered.   I  am  certain  that  this  model  can  be  replicated  elsewhere. 

Now  I'd  like  to  comment  regarding  EDA's  existing  programs  and  the  proposed 
Competitive  Communities  Program.   EDA's  existing  Title  I  and  Title  IX 
programs  are  the  mainstays  of  my  region's  Overall  Economic  Development 
Program.   Thus,  while  we  support  the  proposed  Competitive  Communities 
Program,  the  new  program  should  not  be  created  at  the  expense  of  the 
traditional,  under- funded  EDA  programs.   We  understand  that  funds  for  the 
new  program  would  be  obtained  through  a  transfer  of  funds  from  EDA's  Title 
IX  program.   We  recognize  that  if  less  money  is  available  to  fund  EDA's 
traditional  Title  IX  program,  some  essential  Title  IX  projects  will  never 
receive  funding.   We  ourselves  have  a  queue  of  Title  IX  projects  in  our 
region  alone  which  go  uninvited  for  application  every  year  because  of 
inadequate  funding.   If  the  already  too  scarce  Title  IX  monies  are  diverted 
into  the  new  program,  and  larger  project  awards  are  made  under  the  new 
program,  funds  effectively  will  become  even  more  scarce,  and  fewer  total 
project  awards  will  be  made.   This  is  perhaps  even  more  true  as  regards  the 
Title  I  program,  where  typically  in  every  state  an  even  longer  queue  for 
funds  exists. 

Economic  development  necessarily  is  the  product  of  planning,  and  projects 
such  as  the  ACME  project  and  our  other  proposed  projects  need  to  be 
rationalized  through  a  local  planning  process.   Further,  in  our  rural 
region,  economic  development  often  requires  the  assistance  of  the  Economic 
Development  District.   That  is,  there  is  both  utility  and  need  for  the 
local  planning  and  development  capacity  of  the  Economic  Development 
Districts. 
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As  regards  planning,  the  OEDP  process  has  been  essential  to  my 
organization's  economic  development  program.   These  projects  originated  in 
our  OEDP  planning  program.   We  think  that  it  is  imperative  for  EDA  to 
continue  the  OEDP  requirement  in  the  Competitive  Communities  Program,  in 
order  to  promote  rational  economic  development.   In  fact,  we  feel  that  it 
makes  sense  to  tie  other  federal  investment,  such  as  investment  by  HUD, 
USDA,  EPA,  and  DOL,  to  the  OEDP  local  development  strategy. 

As  regards  delivery  of  development  programs,  it  does  not  make  sense  to 
reinvent  the  wheel.   EDA  has  a  functioning  hierarchical  organization,  from 
the  central  Washington  administration  on  down  to  the  local  Economic 
Development  Districts.   This  administrative  delivery  system  has  it  all: 
capacity,  knowledge  of  local  needs,  and  established  development  networks. 
If  anything,  strengthening  of  the  local  Economic  Development  Districts' 
institutional  capacity  for  delivering  existing  programs  is  needed. 

In  the  rural  areas  of  this  country,  we  continue  to  need  infrastructure 
development,  in  the  form  of  municipal  water  and  wastewater  systems,  access 
roads,  highways,  bridges,  and  telecommunication  systems.   The  Competitive 
Communities  Program  should  allow  for  the  simultaneous  participation  of  EDA 
in  local  economic  development  projects  using  both  the  Competitive 
Communities  Program  and  the  traditional  Title  I  and  IX  programs  in  the  same 
project,  at  their  maximum  funding  levels,  to  achieve  these  and  other 
purposes  as  appropriate  in  the  individual  project. 

In  the  rural  areas  of  this  country,  we  need  additional  gap  financing  and 
innovative  financing  mechanisms  such  as  public  sector  venture  capital 
programs.   These  uses  of  project  award  funds  should  be  eligible  under  the 
Competitive  Communities  Program. 

The  proposed  Program  also  should  be  flexible  enough  to  allow  the 
intermediary  to  channel  project  awards  into  several  types  of  use 
categories,  so  that  the  project  award  could  achieve  maximum  leverage  and 
impact.   Program  regulations  should  encourage  the  re-circulation  of  award 
funds  by  the  intermediary  in  the  local  community.   Finally,  it  is 
imperative  that  the  application  and  delivery  process  for  the  Competitive 
Communities  Program  should  be  streamlined  to  insure  timely  access. 

Again,  I  would  like  to  thank  the  Committee  for  the  opportunity  to  state  my 
message:  I  support  the  partnering  of  the  economic  development  process,  and 
I  support  the  Competitive  Communities  Program.   I  also  support  access  to 
the  program  by  Economic  Development  Districts,  and  the  retention  and 
increased  support  to  EDA's  existing  Title  I  and  Title  IX  programs. 

Thank  you. 
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RAMP 

*  POnUlf  PtOGUM  FOR  ALL  INWSTltlB  UNDtltGCING  U?1D  CHANGE 


HR  Textron,  toe 


California  SUM  University 

Glendale  Community  College 

Los  Alamos 
National  Laboratories 

AllledSignal 
Kansas  City  Di  visum 

Hughes  Aircraft  Company 


WRITTEN  TESTIMONY  OF  BRAD  SPAHR,  PRESIDENT,  HR  TEXTRON, 

INC  TO  THE  SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

TUESDAY,  SEPTEMBER  20, 1994 


Chairman  Wise,  distinguished  members  of  the  Subcommittee: 

My  name  is  Brad  Spahr.  I  am  President  of  HR  Textron,  the  industry  sponsor  of 
the  Regional  Advanced  Manufacturing  Project,  or  RAMP.  On  behalf  of  all  the 
partners  associated  with  RAMP,  I  thank  you  for  the  opportunity  to  appear  before 
the  subcommittee.  Furthermore,  I  thank  you,  Chairman  Mineta,  and  the  Public 
Works  and  Transportation  Committee  for  your  efforts  to  ensure  that  projects  like 
RAMP  become  reality. 

Being  here  in  Washington  to  support  a  Department  of  Commerce  program  brings 
this  project  full  circle.  RAMP  was  first  introduced  to  the  Administration  when 
Deputy  Secretary  David  Barram  visited  HR's  facility  in  Valencia,  California  and 
recognized  RAMP's  potential  as  a  model  for  American  business  regeneration. 

With  me  today  are  representatives  of  the  RAMP  team.  They  are: 

o  Ken  Dozier  of  the  California  State  University  system 

o  Don  Nakamoto  of  the  International  Association  of  Machinists 

o  Ken  Patton  of  Glendale  Community  College 

o  Dick  Benson  of  the  National  Laboratories,  and 

o  Mark  Wiesel,  the  project  manager  for  RAMP  at  HR  Textron. 

Not  present  at  the  table,  but  with  us  in  spirit  are  the  thirty  small  business 
suppliers  who  are  also  part  of  the  RAMP  team.  The  very  composition  of  this 
group  shows  the  unique  way  in  which  this  project  has  brought  together  the 
private  sector,  organized  labor,  education  and-with  vour  help-government. 

It  was  in  testimony  before  this  committee  that  Commerce  Secretary  Brown  called 
for  his  department  to  take  a  key  role  in  "forging  a  new  partnership  with 
American  industry  to  promote  American  competitiveness,  economic  expansion 
and  job  creation."  RAMP  members  have  worked  with  representatives  of  the 
Economic  Development  Administration  to  develop  just  such  a  partnership.  Our 
goal  is  to  construct  a  model  for  industry-led,  market-based  job  creation  in  the 
defense-impacted  industries  of  Southern  California  that  will  be  transferrable  to 
other  regions  of  the  country. 

From  our  perspective,  RAMP  is  a  model  for  defense  aerospace  companies  to 
become  world-class  manufacturers  serving  both  defense  and  commercial  markets 
on  a  global  basis.  In  order  to  do  this,  we  believe  that  we  must  completely 
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reengineer  business  and  production  processes,  introduce  new  tools,  and  redesign  the  roles  and 

relationships  of: 

o  HR  Textron 

o  our  employees,  and 

o  our  suppliers. 

It  is  a  tough  challenge,  but  one  that  we  must  meet  if  the  company  and  our  suppliers  are  to  adapt 
to  the  global  marketplace  of  the  21st  century. 

In  the  defense  community  of  Southern  California,  an  estimated  325,000  jobs  have  disappeared 
since  1988.   Prime  contractors  have  lost,  on  average,  29  percent  of 

their  employees,  middle  subcontractors  like  HR  Textron  have  lost  an  average  of  41  percent  of 
their  workforce,  and  second  and  third  tier  suppliers  have  seen  employment  cuts  as  great  as  65 
percent  As  the  Aerospace  Education  Association  reported  in  1991,  "the  heaviest  losses  to  the 
industrial  base  in  this  decade  have  been  in  the  subcontractor  and  supplier  tiers,  the  worst 
problem  lying  with  the  component  level  of  production." 

In  1990,  HR  Textron  had  over  1200  employees.  Last  year  we  hit  a  low  point  of  just  over  700. 
Survey  data  indicate  that  job  loss  further  down  the  supplier  chain,  such  as  the  small  businesses 
that  we  rely  on  for  goods  and  services,  was  even  greater.  Managing  our  way  through  the 
downturn  was  a  painful  process,  but  it  made  us  realize  that  the  future  of  this  industry  depends 
on  moving  into  the  commercial  marketplace  and  foreing  strategic  partnerships  with  our 
workforce  and  suppliers  so  that  we  can  compete,  grow,  and  win. 

As  you  will  hear  from  Mr.  Don  Nakamoto  in  the  testimony  following  this  one,  the  union  has 
been  especially  hard  hit  by  these  losses.  Once  among  the  most  powerful  district  labor  unions 
in  the  world,  the  International  Association  of  Machinists  and  Aerospace  Workers  District  725  has 
seen  its  membership  drop  from  10,000  members  in  the  1980s  to  just  1900  workers  today.  It  is 
a  credit  to  the  progressive  leadership  of  Local  725  that  it  has  taken  this  unprecedented  step;  and 
we  are  proud  to  say  that  a  major  reason  the  union  chose  to  work  with  HR  Textron  on  RAMP 
is  because  of  our  history  of  integrity  in  working  with  labor,  and  our  even-handedness  during 
the  recent  cutbacks. 

At  the  core  of  RAMP  is  the  joint  effort  by  HR  Textron  and  our  partners  to  guarantee  the  future 
of  small  to  medium-size  manufacturing  in  America.  By  finding  commercial  uses  for  what  were 
once  military  technologies,  we  will  move  into  new  markets  and  generate  new  quality  jobs.  The 
technologies  HR  has  contributed  for  RAMP  deployment  have  application  in  commercial  markets 
with  potential  sales  that  will  support  literally  hundreds  of  jobs. 

That  weak  link,  is  the  small,  defense  dependent  supplier,  including  disadvantaged,  minority  and 
women-owned  firms.  These  companies,  many  of  them  with  fewer  than  a  half-dozen  employees, 
are  an  essential  element  in  Southern  California's  economic  future.  They  can  generate  the  lion's 
share  of  employment  and  growth.  .  .but  only  if  they  survive.  And  that  survival  is  not 
guaranteed:  as  I've  just  noted,  the  defense  drawdown  has  impacted  them  far  more  severely  than 
prime  contractors.  Worse,  fundamental  change  of  the  kind  that  is  required  by  defense 
conversion  is  comparatively  more  difficult  for  them  than  any  other  organization  down  the  chain. 

Out  of  RAMP  will  come  new  American-made  products  for  international  markets,  a  potent 
combination  which  promises  high-paying  jobs  at  home  and  an  American  commercial  presence 
abroad.  Most  of  all,  out  of  RAMP  will  emerge  defense  conversion  as  we  believe  it  is  intended 
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to  be-the  transformation  from  a  business  dependent  upon  government  contracts  to  a  balanced 
enterprise  that  can  meet  the  country's  defense  needs  and  also  compete  in  commercial  and 
international  markets  with  less  government  dependence. 

Making  the  transition  from  defense  to  commercial  markets  requires  a  reengineered  workforce 
and  modern  workplace.  Here,  too,  lies  the  opportunity  for  unprecedented  cooperation  In 
addition  to  technologies,  HR  is  supplying  classroom  facilities  for  the  workforce  and  suppliers 
to  be  trained  together,  as  well  as  prototype  production  facilities  to  develop  products  and 
processes;  the  1AM  is  contributing  a  new  set  of  work  rules;  Cal  State  Los  Angeles,  our  university 
partner,  addresses  the  issue  of  supplier  chain  reengineering;  Glendale  College  will  provide  the 
retraining  programs  and  personnel;  and  the  National  Laboratories  will  bring  a  portfolio  of 
environmental  and  energy  efficient  technologies. 

This  combination  of  resources  results  in  a  training  and  development  process  that  is  workplace- 
based,  and  permits  immediate  application  of  newly  acquired  knowledge  to  a  state-of-the-art 
work  setting. 

President  Clinton  has  said,  "Many  small  and  medium-sized  manufacturing  firms  in  the  US.  have 
not  taken  advantage  of  new  technologies,  either  because  they  are  unaware  of  them  or  because 
they  cannot  afford  them."  We  agree.  Many  of  our  suppliers  are  small  businesses  with  limited 
capital  and  resources  to  change  the  way  they  do  business.  They  are  not  by  nature  agile,  flexible, 
or  able  to  rapidly  adapt  to  changing  markets.  That's  where  the  RAMP  partnership  can  make  a 
difference.  With  its  training  and  development  facilities  and  technologies,  RAMP  affords  a  low 
risk  research  and  test  environment  that  will  nurture  and  support  change  and  improvements  in 
the  way  small  businesses  operate. 

What  these  small  suppliers  need  are  larger  organizations,  such  as  HR  Textron  and  IAM  Local 
725  to  step  forward  and  cut  the  path  for  them.  That  is  the  purpose  of  RAMP.  Its  focus  is  a 
market-driven,  rapid,  economical  deployment  of  cutting-edge  military  technology  into  the 
commercial  market  place.  In  the  process,  it  will  develop  the  new  processes,  equipment, 
management  practices,  and  labor  and  supplier  relationships  required  to  make  that  transformation 
succeed  —  not  just  among  the  largest  companies,  but  the  smallest  as  well. 

Is  the  RAMP  concept  viable  as  a  portable  model  for  the  Economic  Development  Administration? 
Even  in  these  early  stages  of  development,  the  project  has  attracted  inquiries  from  St.  Louis,  Fort 
Worth,  San  Diego,  Denver,  Northern  California,  Southern  California,  and  Washington  State  about 
how  to  recreate  RAMP  in  their  areas.  As  for  our  own  effort,  we  are  in  the  process  of  submitting 
a  grant  application  to  EDA,  an  agency  under  your  jurisdiction.  With  EDA's  help  over  a  three 
year  period,  we  know  the  nation  will  get  a  return  for  its  "investment"  in  the  form  of  jobs  and 
improved  competitive  capability. 

The  old  saying  goes,  "Those  who  relive  history  are  condemned  to  repeat  it."  Rather  than  relive 
history,  our  mission  is  to  help  mold  America's  future  by  changing  the  way  we  do  business. 
With  your  help,  we  will  succeed  and  become  a  model  for  change  in  the  defense  industry. 

But  first,  my  goal  is  to  leave  this  room  with  the  committee  engaged  and  committed  to  this 
exciting  defense  conversion  model.  With  that  in  mind,  my  colleagues  and  I  will  be  happy  to 
answer  your  questions  at  the  end  of  the  presentation.  For  now,  I'd  like  to  introduce  you  to  Mr. 
Don  Nakamotc  of  the  International  Association  of  Machinists  who  will  present  organized  labor's 
perspective  of  the  project. 
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RAMP 

k  raw  main  rot  m.  mum  uuhcmk  urn  owe 
EXECUTIVE  SUMMARY 


PROJEQ  OVERVIEW 

RAMP  (Regional  Advanced  Manufacturing  Project)  is  a  three  year  industry-labor-academia  joint 
venture  to  develop  methodologies  for  reengineering  the  supplier  chain  to  remain  competitive  in 
industries  undergoing  rapid  market  or  technological  change. 

The  centerpiece  of  RAMP  is  a  three  year  program  that  targets  defense-oriented  suppliers  in  the 
greater  Los  Angeles  region.  This  community,  largely  made  up  of  very  small  contractors,  many  of 
them  minority  owned,  has  been  devastated  by  cutbacks  and  defense  down-sizing.  This  group  has 
been  among  the  greatest  victims  of  a  defense  industry  slowdown  that  has  cost  the  State  of  California 
365,000  jobs  since  1988.  Because  of  their  small  size,  these  manufacturers  are  unprepared  financially 
or  physically  to  cope  with  rapid  technological  change,  or  to  obtain  public  funds  to  help  with  this 
transition. 

At  the  core  of  RAMP  is  a  unique  strategic  partnership  between  Textron  corporation  subsidiary,  HR 
Textron  Inc.  (HR),  and  the  International  Association  of  Machinists  and  Aerospace  Workers  (AFL-CIO) 
District  725.  The  motivation  for  this  unprecedented  cooperation  is  clear.  HR  Textron  has  lost  over 
one-third  of  its  business  and  nearly  half  its  employees  since  1990  due  to  defense  cut-backs;  HRs 
bargaining  unit  (now  consolidated  into  IAM  District  725),  once  among  the  most  powerful  district 
labor  unions  in  the  world,  has  suffered  a  membership  drop  from  10,000  to  just  1900  members  from 
the  same  cause.  Both  risk  further  losses  if  they  cannot  adapt  to  the  needs  of  a  changing  economy. 
The  only  way  to  do  that  is  to  establish  training  programs,  technology  transfer  and  shared  business 
information  —  for  bringing  a  re-educated  supplier  chain  with  them  into  a  new  'kieretsu-type'  co- 
destiny  relationship. 

Textron  and  the  IAM  are  joined  in  this  project  by  a  number  of  major  partners  selected  for  their  ability 
to  bring  resources,  or  leverage  existing  resources,  to  RAMP  either  in  the  form  of  reengineering  product 
or  process  technologies,  or  to  disseminate  what  has  been  learned  from  the  program  to  industry  or  to 
provide  vocational  training  and  re-training  services. 

The  goals  of  RAMP  are  two-fold.  The  primary  business  entities  are  seeking  a  new  way  of  doing 
business  that  can  provide  new  markets,  products  and  growth  which  would  otherwise  not  be  possible, 
such  that  RAMP  is  a  self-sustaining  business  enterprise  in  3-5  years.  This  will  result  in  a  merging  of 
the  military  and  industrial  manufacturing  bases,  strengthening  the  Southern  California  economy. 
The  goal  of  RAMP  for  academia  is  to  establish  both  methodologies  and  metrics  for  supplier  chain 
reengineering  that  can  be  disseminated  not  only  to  other  defense-oriented  suppliers  throughout 
California  and  the  rest  of  the  United  States,  but  ultimately  to  establish  a  self-contained  supplier  chain 
reengineering  program  that  can  be  replicated  in  all  industries  experiencing  comparable  dislocations. 
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The  process  of  achieving  these  goals  meets  several  initiatives  of  agencies  of  the  United  States  government: 

•  Development  of  organized  labors  role  in  the  workplace  of  the  future  and  workforce  skills  enhancement. 

•  Technology  transfer  in  clean  and  agile  manufacturing. 

•  Retention  and  strengthening  of  the  small  business  manufacturing  base. 

•  Merging  of  the  military  and  industrial  manufacturing  bases  and  strengthening  of  a  major  DoD  supplier 
of  actuation  equipment  and  its  supplier  chain. 

•  Job  retention  and  creation  through  interagency  cooperation  and  joint  funding  opportunities. 

NEAR-TERM  GOALS  (YEAR  ONE) 

1.  Establish  a  methodology  for  reengineering  the  defense-dependent  supplier  chain  through  a  pilot 
demonstration  project  at  HR  Textron. 

2.  Establish  and  achieve  initial  benchmarks  for  the  program. 

3.  Develop  measurement  took  and  metrics. 

4.  Identify  promising  new  technologies  for  clean  and  agile  manufacturing. 

5.  Define  the  new  skills  that  will  be  required  for  worker  and  supplier  empowerment  during  rapid  change. 

6.  Create  and  test  new  models  for  labor/management  cooperation. 

7.  Develop  curricula  for  implementing  technology,  skill,  and  cooperation  model. 

LONG-TERM  GOALS  (YEARS  TWO-THREE) 

1.  Deliver  World  Class  training. 

2.  Develop  market-driven  products  and  technology. 

3.  Develop  curriculum  for  and  deliver  product-based  skills  training. 

4.  Create  a  "Virtual  Enterprise"  operating  scenario  for  RAMP  participants. 

5.  Implement  clean  and  agile  manufacturing  technologies. 

6.  Validate  the  process  through  product  prototyping  and  pilot  production  runs. 

7.  Document  and  disseminate  the  model. 

EXPECTED  RESULTS 

1.  Successful  reengineering  of  the  HR  Textron  supplier  chain. 

2.  Retention  of  existing  job  base,  with  creation  of  new  positions. 

3.  Defense  reinvestment  in  viable  dual-use  technologies. 

4.  Technology  deployment  in  manufacturing  processes,  environmentally  clean  production, 
agile  manufacturing  and  new  commercial  products. 

5.  Creation  of  a  replicable  industry  modernization  model  that  begins  distribution  to  U.S. 
manufacturers  through  organized  labor,  academia,  government  agencies  and  symposia. 
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•  STRATEGIC  PARTNERS 

Each  RAMP  partner  was  selected  for  its  extensive  experience  in  defense  related  businesses, 
commitment  to  defense  reengineering  and  to  assure  non-duplication  of  existing  resources  in  the 
region.  For  each,  RAMP  represents  a  natural  extension  of  its  current  business. 

1.  Textron  Corporation:  $8  billion  defense  and  commercial  products  and  provider  of  financial 
services.  Headquartered  in  Rhode  Island.  RAMP  participation:  Initial  program  will  center  around 
and  be  managed  by  subsidiary  HR  Textron  Inc.,  a  mid-  sized,  second-tier  aerospace  manufacturer. 

2.  IAMAW  International:  Nations  largest  organization  of  aerospace  workers.  RAMP  participation: 
District  725  membership  of  1900,  will  co-direct  test  program. 

3.  Hughes  Aircraft:  Major  aerospace  prime  contractor.  Headquartered  in  Los  Angeles.  RAMP 
participation:  Will  make  available  3600  technology  patents  with  production  spin-off  potential. 

4.  The  Agile  Manufacturing  Enterprise  Forum  fAMEF):  National  industry  led  program  to  establish 
new,  adaptive  manufacturing  enterprise  tools  and  methods.  RAMP  participation:  Will  make 
available  programs  for  agile  operations  and  business  practices,  and  virtual  enterprise  integration. 

5.  Los  Alamos  National  Laboratory  and  Allied  Signal  Kansas  City  Plant-  RAMP  participation:  Will 
provide  technology  for  environmentally  clean  and  agile  manufacturing  to  establish  RAMP  as  a 
model  for  advanced  manufacturing 

6.  California  State  University  System:  California  State  University  at  Los  Angeles  (CSULA)  is  the  only 
designated  Minority  Institution  on  the  West  Coast  with  an  engineering  technology  curriculum. 
RAMP  participation:  CSULA  will  provide  business  reengineering  expertise,  small  business 
consulting,  facilitate  measurement  and  metrics  development  and  develop  curriculum. 

7.  California  Community  College  System:  Glendale  Community  College  (GCC)  is  the  largest  supplier 
of  adult  vocational  education  for  small  business  on  the  West  Coast.  RAMP  participation:  GCCs 
Center  for  Advanced  Competitive  Technologies  (CACT),  a  N1ST  extension  site,  will  manage  and 
administer  the  Teaching  Factory  and  provide  training  delivery. 

•  A?4MP  PARTICIPANTS 

PHASE  J  6-  II:  Customers:  HR  Textron,  30  Suppliers  and  LAM  District  725.  Suppliers  for  the  most 
part  have  fewer  than  50  employees.  All  are  from  Los  Angeles  County  and  the  majority  are  classified 
as  minority-owned  or  disadvantaged.  Approximately  10%  are  unionized. 

PHASE  ITJ:  Phase  I  participants  plus  the  remainder  of  HR  Textron  suppliers  —  approximately  150 
companies  with  a  similar  profile  to  those  in  Phase  I. 

PHASE  IV:  CSULA  and  CACT  will  act  as  a  gateway  to  approximately  2  million  students  and  126 
campuses  throughout  California.  1AM,  ECM,  NIST  and  the  Agile  Manufacturing  Enterprise  Forum 
will  provide  access  to  the  RAMP  model  for  the  industrial  sector.  Southern  California  defense- 
dependent  small  businesses:  market  size  of  28,000  companies.  California  defense-dependent  small 
businesses:  market  size  of  52,000  companies.  Plus  other  California  locations  of  International 
Association  of  Machinists.  U.S.  dsfense-dependent  small  businesses:  market  size  of  360,000 
companies.  Plus  IAM  International  and  other  Internationals  in  the  AFL-CIO. 
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INTEGRATED  DELIVERY  MECHANISMS 

PHASE  I:  Process  Redesign/Development  and  'World  Class'  Curriculum  Delivery 

RAMP  is  dedicated  to  the  creation  of  a  new  Virtual  enterprise'  processes  that  link  employers,  suppliers 
and  employees  together  in  the  development  of  improved  manufacturing  and  increased  productivity. 

These  four  processes  are: 

1.  Process  Redesign  and  Technology  Deployment  —  Suppliers  will  have  access  through  RAMP  to 
valued  design,  manufacturing  and  production  technology  they  otherwise  would  not  have  the 
resources  to  acquire. 

2.  Supplier  Integration  —  RAMP  participants  will  assess  production  requirements,  then  develop 
integrated  plans  to  incorporate  economical  design,  production  and  distribution  techniques. 
Suppliers  will  receive  assistance  implementing  process  redesign  results,  capitalizing  production 
equipment  and  using  consortium  resources  to  train  personnel,  test  techniques,  and  develop  new 
products. 

3.  Skills  Training  —  The  'Teaching  Factory'  vestibule  will  incorporate  a  CAD/CAM  laboratory  and  a 
manufacturing  demonstration  cell  to  test  curricula  and  deliver  training  that  would  normally  be 
unavailable  to  the  small  supplier. 

4.  Workforce  Reengineering  -  RAMP  designs  will  emphasize  concurrent  engineering,  parallel 
processing,  environmental  considerations  and  early  decision  making  to  increase  both  supplier  and 
employee  participation  and  control  of  key  manufacturing  processes. 

PHASE  II:  Product  and  Technology  Regeneration 

During  this  phase,  dual-use  technologies  will  be  targeted  for  productization.  Commercial  marketing 

skills  will  be  identified  and  developed  within  the  consortium  participants.  Market  assessments  of  the 

candidate  technologies  will  be  performed  and  customers  and  their  product  requirements  developed. 

Based  on  this  market  driven  productization,  curriculum  to  teach  the  skills  required  to  produce  these 

new  products  will  be  developed  and  trained  for  in  the  vestibule.  Prototyping  and  test  production  runs 

will  be  accomplished  to  validate  the  new  processes  and  skills  being  implemented  among  the  RAMP 

participants. 

HR  Textron  has  determined  three  company  technologies  have  potential  for  cross-over  applications  to 

the  commercial  market  while  remaining  competitive  and  in  demand  in  the  military  market.  These  are: 

1.  Direct  Drive  Servovalves:  Military:  Elearohydraulic  flight  controls.  Commercial:  Animation, 
robots,  machining,  advanced  transportation  controls. 

2.  Filament  Wound  Composites:  Military:  Hydraulic  Actuators,  fuel  tanks.  Commercial:  Hydraulic 
actuation,  self-contained  breathing  apparatus,  stored  energy  pressure  vessels. 

3.  Electromechanical  Actuators:  Military:  Flight  control.  Commercial:  Robotics,  machine  tools, 
advanced  transportation. 
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HR  Textron  estimates  that  these  technologies  have  the  potential  to  create  2,000  new  jobs  in  the  Los 
Angeles  region  by  1998.  In  addition  to  these  three  technologies,  the  potential  for  numerous  other 
dual-use  applications  awaits  a  survey  of  the  Hughes  patent  collection  and  DoE  National  Laboratory 
technology  projects. 

PHASE  III.  Consortium  Expansion 

Phases  I  and  II  represent  the  pilot  demonstration  portion  of  the  project.  Upon  completion,  the 
concept  will  be  expanded  to  include  the  remainder  of  HR  Textron's  supplier  base,  approximately 
150  companies.  Curriculum  and  assets  will  be  transferred  to  community  training  access  and  be 
made  available  through  RAMFs  academic  and  training  partners. 

PHASE  IV:  Dissemination 

Academic  Dissemination 

1.  The  Center  for  Advanced  Competitive  Technologies  at  Glendale  Community  College,  and  part  of 
the  NIST  California  Manufacturing  Technology  Center,  will  direct  the  implementation  of  RAMP- 
based  curriculum  for  retraining  during  Phases  I,  II  and  III.  Format  will  be  a  reconfigurable 
Teaching  Factory'  training  vestibule  that  reproduces  the  shop  floor  environment  and  allows 
assessment  of  procedures  as  well  as  experimentation  in  a  safe  environment.  The  use  of  this  vestibule 
concept  will  be  extended  to  the  rest  of  the  California  Community  College  System  (106  campuses 
and  1.5  million  students)  in  Phase  rv,  and  then  to  Southwest  Regional  Colleges. 

2.  California  State  University  at  Los  Angeles,  a  certified  minority  engineering  program,  will  use  Phases 
I  and  II  to  develop  RAMP-based  curriculum  and  incorporate  it  into  its  own  undergraduate  and 
graduate  training  vestibule.  This  program  will  be  disseminated  through  the  California  State 
University  system  (20  campuses  and  450,000  students,  producing  20%  of  all  new  engineers  in  the 
U.S.  and  50%  of  the  nations  minority  engineers)  through  Phase  IV  and  then  nationally  to  interested 
four-year  colleges  and  universities. 

Industrial  Dissemination 

1.  The  International  Association  of  Machinists  and  Aerospace  Workers  (AFL-CIO):  District  725  will 
establish  precedents  and  procedures  for  RAMPs  unique  partnership  with  HR  Textron  management. 
The  results  of  this  partnership  will  be  presented  to  the  International  as  a  model  for  locals  in  IAM  as 
well  as  the  rest  of  AFL-CIO. 

2.  The  National  Institute  of  Standards  and  Technology:  Via  CACT,  the  model  will  be  made  available 
to  the  Manufacturing  Technology  Center  (MTC)  program  sponsored  by  NIST  The  MTC  program 
acts  as  consultants  and  educators  for  technology  transfer  and  process  reengineering  to  the  U.S. 
small  business  sector.  Current  NIST  plans  are  to  have  125  such  centers  throughout  the  U.S. 

3.  The  Agile  Manufacturing  Enterprise  Forum:  AMEF  will  act  as  independent  evaluator  and 
documenter  of  RAMP  programs  and  progress.  Through  its  network  of  publications,  industry 
forums  and  focused  workgroups,  RAMP  results  will  be  communicated  to  industry  at  large. 


I 


180 


SUMMARY 

RAMP  addresses  many  of  the  country's  critical  needs.  It  promises  to  deliver  a  model  for  job  retention 
and  creation,  reengineering  the  supplier  chain  through  development  and  application  of  agile  enterprise 
techniques,  defense  reinvestment  via  dual-use  technology  productization  and  merging  the  military  and 
industrial  manufacturing  bases,  and  integrated  technology  deployment  in  advanced  manufacturing, 
process  technology  and  environmentally  conscious  manufacturing.  Morevover,  it  represents  an 
opportunity  to  reinvent  government  through  interagency  cooperation  and  involvement. 
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TESTIMONY  BEFORE  THE 

SUBCOMMITTEE  ON  ECONOMIC  DEVELOPMENT 

COMMITTEE  ON  PUBLIC  WORKS  AND  TRANSPORTATION 

U.S.  HOUSE  OF  REPRESENTATIVES 

Mr.  Chairman,  it  is  a  pleasure  to  be  asked  to  present  the  Trade  Development  Alliance  of 
Greater  Seattle  to  the  Subcommittee  on  Economic  Development  of  the  Committee  on 
Public  Works  and  Transportation.  The  economic  challenges  confronting  this  committee, 
your  community  and  Seattle  are  the  same.  How  can  we  create  jobs  and  economic  vitality  in 
today's  extremely  competitive  global  economy?  How  can  we  develop  competitive 
communities? 

The  Seattle  experience  might  be  instructive,  although  as  I  have  learned  over  the  last  twenty 
years  from  traveling  throughout  the  country  with  three  different  Seattle  mayors,  no 
community  has  a  corner  on  innovation.  Our  city,  region  and  state  are  the  most  trade 
dependent  in  our  country.  A  recent  U.S.  Department  of  Commerce  report  placed 
Washington  state  as  fourth  in  total  trade,  behind  only  California,  New  York  and  Texas.  It  is 
estimated  that  one  in  five  jobs  in  Washington  state  are  directly  related  to  international 
trade.  The  Boeing  Company  contributes  a  significant  share  of  our  state's  trade,  but  is  not 
alone  as  a  successful  Washington  export  firm.  Taken  together,  the  Ports  of  Seattle  and 
Tacoma  are  now  the  nation's  second-largest  container  load  center. 

Mr.  Chairman,  the  Greater  Seattle  area's  civic  leadership  has  given  serious  thought  to 
international  competitiveness  and  other  related  issues  since  the  early  1980s.  The  Mayor, 
County  Executive  and  Greater  Seattle  Chamber  of  Commerce  annually  conduct  intercity 
study  visits  to  different  regions  of  North  America.  The  purpose  of  these  trips  is  to  learn 
how  other  metropolitan  areas  confront  issues  that  are  facing  the  Greater  Seattle  region.  The 
theme  of  the  ninth  annual  trip  in  1991  to  Atlanta  was  international  competitiveness.  Our 
delegation  was  impressed  with  the  leadership  of  former  Mayor  Andrew  Young  and  the 
Atlanta  Chamber  of  Commerce;  Atlanta  does  an  excellent  job  of  marketing  itself 
internationally. 

In  the  following  year,  74  community  leaders,  again  led  by  our  mayor  and  business 
leadership,  visited  Amsterdam,  Rotterdam  and  Stuttgart.  The  theme  of  the  study  mission 
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was  "The  Competitive  Region."  We  examined  the  strategy,  organization,  infrastructure  and 
educational  programs  in  the  three  cities,  meeting  with  representatives  of  organizations  that 
had  been  in  the  world  trade  business  for  decades  and  visiting  cities  that  had  been  involved 
in  international  trade  for  centuries.  During  this  trip,  we  learned  the  degree  to  which  trade 
and  economic  issues  permeated  their  local  decision-making.  The  most  significant  lesson 
was  the  importance  of  a  shared  vision  between  government  and  business  on  economic 
policy  and  the  organizational  ability  to  implement  decisions. 

This  year  we  continued  to  study  our  customers  and  competitors  by  visiting  the  Kansai 
region  of  Japan.  This  visit  allowed  us  to  compare  an  Asian  model  with  our  experiences  in 
Atlanta  and  Europe.  Our  delegation  of  over  70  was  led  by  Gary  Severson,  chair  of  the 
Alliance  Executive  Board  and  chairman  of  First  Interstate  Bank  of  Washington;  Doug 
Beighle,  senior  vice  president  of  the  Boeing  Company  and  now  president  of  the  Greater 
Seattle  Chamber  of  Commerce  Executive  Board;  Mayor  Norm  Rice;  and  James  Doane, 
president  of  the  Japan- America  Society  of  the  State  of  Washington.  Governor  Michael 
Lowry  joined  the  delegation  for  part  of  the  mission.  We  saw  infrastructure  investments 
costing  billions  of  dollars  including  airports,  public  transportation  and  world  trade  centers. 
We  followed  the  path  of  a  child  from  school  to  the  workplace  to  better  understand  Japan's 
system  of  school-to-work  transition.  Doug  Bieghle's  reaction  to  the  trip  was  the  realization 
that  "world  class  companies  require  world  class  cities." 

It  is  in  this  environment  that  the  business  leaders  and  public  officials  of  the  Greater  Seattle 
area  are  working  to  maintain  economic  competitiveness.  Our  city  and  Chamber  are 
working  to  extrapolate  economic  success  to  our  entire  community.  We  are  fortunate  that 
we  can  rely  on  our  many  strengths.  Central  to  the  region  is  a  quality  of  life  that  allows  us  to 
attract  and  retain  the  best  and  most  mobile  talent  in  the  advanced  technology  industries. 
The  best  minds  are  now  recruited  worldwide. 

The  Boeing  Company  is  the  world's  largest  airplane  manufacturer  and  America's  largest 
exporter.  In  1992,  airplanes  accounted  for  over  $17  billion  of  Washington's  $37.8  billion  in 
exports.  Microsoft  is  the  world's  largest  software  developer  and  exports  60  percent  of  its 
product,  mostly  to  European  countries.  Our  region  possesses  many  environmental, 
biotechnology  and  advanced  technology  companies  that  will  form  the  basis  of  the 
knowledge-based  economy  of  the  21st  century. 
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Seattle's  traditional  manufacturing  industries,  like  aerospace  and  our  growing  high- 
technology  sectors,  have  developed  successfully  in  our  region  primarily  because  of  four 
important  factors:  our  infrastructure;  our  geographic  location  at  the  crossroads  of 
international  trade;  our  educational  system  and  our  quality  of  life. 

First,  we  have  reaped  enormous  benefit  from  having  a  natural  deep-draft  port  and  an 
excellent  airport.  In  addition,  the  city,  county  and  state  have  worked  to  guarantee  the  other 
elements  of  our  infrastructure  necessary  for  business  to  function— elements  that  we  take  for 
granted  like  bridges  and  water  and  sewage  systems. 

Our  geographic  location  has  been  another  advantage.  Our  ports  are  at  least  a  full  day  closer 
to  Asia  than  other  ports,  offering  shippers  real  time  and  cost  savings.  We  are  the  closest 
major  continental  U.S.  city  to  Russia.  And  by  air,  we  are  equally  close  to  London  and 
Tokyo. 

The  third  factor  is  education.  The  economy  of  the  21st  century  will  require  skilled  workers 
who  understand  and  can  manipulate  new  technologies.  The  Greater  Seattle  region  is 
fortunate  to  be  a  center  of  world-class  educational  facilities—not  only  the  University  of 
Washington,  which  is  one  of  our  nation's  finest  research  institutions— but  also  such 
excellent  private  universities  as  Seattle  University  and  Seattle  Pacific  as  well  as  a  myriad 
of  community  colleges  and  public  K-12  and  vocational  schools.  U.S.  Census  Bureau 
statistics  reveal  that  our  region's  population  has  a  high  level  of  educational  achievement. 

Infrastructure,  geographic  location  and  educational  assets,  combined  with  the  fourth 
element—our  quality  of  life— have  enabled  us  to  attract  an  excellent  workforce.  In  1992, 
Fortune  magazine  named  Seattle  the  best  city  in  the  country  for  international  business. 
These  factors  were  also  important  in  the  selection  of  Seattle  to  host  the  November  1993 
Asia  Pacific  Economic  Cooperation  (APEC)  ministerial  and  leaders  meetings. 

But  these  assets  by  no  means  guarantee  our  economic  future.  Like  every  region  of  this 
nation,  rural  or  urban,  Seattle  is  challenged.  Every  week,  international  delegations, 
organizations  and  individual  firms  visit  our  area  attempting  to  relocate  our  businesses  or 
jobs.  Our  international  competitors  have  become  very  sophisticated  with  incentives  beyond 
the  imagination  of  our  local  economic  development  officials.  But  our  region  has  worked  to 
maintain  our  position. 
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Our  city  and  region  have  their  challenges.  We  must  maintain  our  infrastructure,  specifically 
the  quality  of  our  ground,  air  and  marine  transportation  systems.  We  must  insure  that  we 
have  a  world-class  educational  system.  We  must  maintain  our  quality  of  life  and  offer  all  of 
our  citizens  economic  opportunity.  All  of  this  requires  great  leadership  within  our  business, 
labor  and  public  communities  —  our  civic  infrastructure. 

We  must  acknowledge  that  in  our  society  it  is  individual  companies  that  have  to  compete. 
They  are  the  ones  that  must  close  their  doors  and  declare  bankruptcy  if  they  don't  succeed. 
They  compete  within  a  context  of  national  and  regional  policy  that  sets  the  climate  for 
economic  activity.  Small-  and  mid-size  companies  are  the  recipients  of  the  trade  services 
provided  by  the  federal  and  state  governments  and  organizations  like  the  Alliance. 

Many  analysts  argue  that  metropolitan  regions  are  the  true  source  of  energy  in  national 
economic  life.  A  recent  National  League  of  Cities  report,  Local  Economies:  the  U.S. 
Common  Market  of  Local  Economic  Regions,  comments  that  "Economic  thinking  and 
economic  policy  should  focus  on  the  Local  Economic  Region  as  the  basic  economic  entity 
and  the  Common  Market  of  these  regions  as  the  'real'  national  economy."  This  focus  on  a 
metropolitan  region  led  to  the  creation  of  the  Trade  Development  Alliance  of  Greater 
Seattle. 

The  formation  of  the  Alliance  represented  some  groundbreaking  thinking  in  our 
community  on  the  part  of  the  Alliance's  founding  partners.  The  Alliance  came  about 
largely  because  of  then  executive  director  of  the  Port  of  Seattle  and  former  deputy  director 
of  the  Port  of  Rotterdam,  Zeger  van  Asch  van  Wijck,  who  recognized  clearly  the 
fragmented  nature  of  our  regional  trade  promotion  efforts,  especially  when  compared  to 
Europe.  His  observations  meshed  with  those  of  George  Duff,  Greater  Seattle  Chamber  of 
Commerce  president.  From  these  initial  observations,  a  partnership  was  formed  between 
the  Port  of  Seattle,  the  City  of  Seattle,  King  County  Government,  organized  labor  and  the 
Greater  Seattle  Chamber  of  Commerce. 

The  Alliance  has  a  17-member  Executive  Board,  chaired  by  Gary  Severson,  chairman  of 
First  Interstate  Bank  of  Washington.  Joseph  Masterson,  director  of  Government  Affairs 
and  International  Business  for  Boeing  Commercial  Airplane  Group,  serves  as  our  vice- 
chair.  The  Board  includes  City  of  Seattle  Mayor  Norm  Rice,  King  County  Executive  Gary 
Locke,  members  of  the  Seattle  City  and  Metropolitan  King  County  Councils,  Port  of 
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Seattle  Commissioners,  labor  union  officials  and  business  leaders.  Snohomish  County  to 
our  north  has  asked  to  join  the  partnership. 

The  Alliance  works  to  promote  the  international  trade,  investment,  port,  airport  and 
tourism  interests  of  our  region  by  enhancing  our  identity  in  targeted  markets.  Through  our 
programs  and  in  conjunction  with  other  local  organizations,  we  help  create  awareness  in 
the  community  on  the  importance  of  international  commerce. 

We  host  inbound  trade  missions  and  connect  them  with  interested  local  partners.  We 
organize  outbound  missions,  including  one  to  Vietnam  last  year.  We  prepare  materials  that 
allow  our  firms  to  enhance  their  marketing  efforts.  We  helped  manage  the  APEC  meeting 
and  prepared  all  the  press  and  educational  materials.  We  invited  and  helped  host  the  first 
North  American  Free  Trade  Agreement  talks.  We  have  been  designated  an  International 
Press  Center  by  the  United  States  Information  Agency.  We  just  completed  a  mission  to 
Southeast  Asia  including  stops  in  Malaysia,  Indonesia  and  Singapore. 

Mr.  Chairman,  the  Subcommittee  on  Economic  Development  is  working  to  make  all 
American  communities  competitive.  The  Alliance  works  to  enhance  the  competitiveness  of 
the  Greater  Seattle  region  but  in  partnership  with  other  areas  of  the  state.  Our  trade  mission 
to  Taiwan  in  November  1992  featured  agricultural  products  from  Eastern  Washington, 
increasing  the  exposure  of  Washington  products  to  the  global  market.  In  addition,  the 
Alliance  assists  in  the  recruitment  of  delegations  to  the  successful  Washington  State 
Agricultural  Showcase  held  annually  in  Eastern  Washington.  The  Agricultural  Showcase, 
the  state's  agribusiness  premier  international  marketing  event,  brings  together  international 
and  national  grocery  chain  buyers,  community  and  business  leaders,  and  government 
officials.  It  is  another  example  of  our  state's  government  and  business  leaders  working 
together  towards  a  common  goal.  By  forging  these  linkages  and  assisting  the  rural, 
agricultural  communities,  the  Greater  Seattle  region  ultimately  benefits  from  the  increased 
traffic  through  our  Ports  and  usage  of  trade  industries  and  services. 

U.S.  Secretary  of  Commerce  Ron  Brown  has  proposed  a  new  program  within  the 
Economic  Development  Administration  to  assist  in  creating  competitive  neighborhoods. 
The  program,  as  outlined  in  his  testimony,  will  offer  the  financial  resources  to  build, 
support  and  attract  globally  competitive  business  to  distressed  neighborhoods.  The  Greater 
Seattle  Chamber  of  Commerce  created  the  Urban  Enterprise  Center  to  work  with  the  City 
to  create  jobs  in  targeted,  economically  distressed  neighborhoods.  Our  international 
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competitors  use  public  funds  to  direct  investment  flows.  Building  a  stronger  economic  base 
in  the  distressed  sections  of  our  community  is  a  paramount  priority  with  City  of  Seattle 
Mayor  Norm  Rice  and  our  business  leaders.  The  creation  of  a  tool  that  focuses  on  the 
enhancement  of  marketability  of  specific  locations  would  assist  the  implementation  of 
economic  development  plans. 

The  key  is  the  selection  of  businesses  that  are  in  sectors  that  have  a  competitive  advantage 
and  are  sustainable.  A  globally  competitive  business  requires  the  workforce,  infrastructure, 
business  climate  and  trade  services  that  will  allow  it  to  survive.  The  Greater  Seattle  region 
is  just  completing  an  economic  strategy  project  where  one  of  the  criteria  for  focusing  on  a 
particular  sector  is,  "Does  the  sector  benefit  economically  disadvantaged  individuals  or 
distressed  areas?"  Having  mechanisms  that  move  strategies  to  action  are  essential  for 
success. 

The  challenge  to  an  organization  such  as  ours  is  forging  and  maintaining  successful 
partnerships  that  transcend  the  complexity  of  our  American  political  landscape.  Our  Board 
has  Democrats  and  Republicans,  union  leadership  and  business  interests,  suburban  and 
central  city  officials~a  wide  range  of  differing  opinions  and  philosophies.  Our  success  lies 
in  finding  common  interests  and  in  developing  programs  and  activities  that  foster  those 
interests.  Our  central  mission,  the  maintenance  and  creation  of  jobs  by  the  international 
marketing  of  Greater  Seattle's  economic  assets,  gives  the  Alliance's  partners  a  common 
purpose.  We  achieve  our  central  mission  by  reaching  agreement  on  what  messages  to  send 
on  the  region,  which  markets  to  target  for  these  messages  and  on  how  to  implement  our 
marketing  program. 

Thank  you,  Mr.  Chairman  and  members  of  the  Subcommittee  on  Economic  Development, 
for  this  opportunity  to  present  the  Trade  Development  Alliance  of  Greater  Seattle.  As  we 
continue  on  our  mission  of  promoting  the  Greater  Seattle  area  internationally,  we  have 
learned  a  number  of  lessons.  Foremost,  is  that  today's  world  of  global  linkages  is  one 
where  what  happens  in  a  P.T.  PAL  shipyard  in  Surabaya,  Indonesia  effects  shipbuilding 
jobs  in  a  neighborhood  in  Seattle. 
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Chairman  Wise  and  other  members  of  the  subcommittee,  I  am  honored  to  appear 
before  you  today  to  discuss  the  issue  of  community  development  and  the 
programs  of  my  company- -Alabama  Power  Company.  Thank  you  for  holding  this 
hearing  because  the  development  of  our  communities  requires  a  strong 
commitment  from  all  of  us.  My  company  understands  well  the  need  to  help 
prepare  the  communities  we  serve  for  the  future.  We  want  to  ensure  that 
they  are  economically  viable  and  able  to  embrace  competition  in  a  rapidly 
changing  global  economy. 

First,  let  me  describe  my  company  and  the  areas  we  serve.  Alabama  Power  is 
an  investor-owned  electric  utility  and  a  subsidiary  of  The  Southern 
Company.  Alabama  Power  Company  provides  electricity  to  1.2  million 
customers  in  the  lower  two-thirds  of  Alabama.  The  company  directly  serves 
1,018  communities  on  a  retail  basis  and  indirectly  serves  260  others.  Our 
service  area  covers  more  than  44,000  square  miles. 

Based  on  the  1990  census  data,  nearly  43  percent  of  all  Alabama  households 
are  defined  as  "low  income."  Ten  counties  in  our  state--all  in  our  service 
territory- -have  more  than  50  percent  of  their  total  households  considered 
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low- income.  More  than  50,000  occupied  housing  units  are  considered 
substandard  (by  lacking  indoor  plumbing) .  About  40  percent  of  our  state  is 
rural.  These  facts  support  the  need  for  strong  community  development 
efforts  in  our  state. 

We  have  made  a  commitment,  therefore,  to  help  improve  the  economic  health 
of  our  communities  by  assisting  with  efforts  to  provide  jobs  and  a  better 
quality  of  life.  Community  development  is  fundamental  to  our  business  as 
well  as  to  our  state's  economy. 

Last  year,  Mercedes  Benz  announced  the  selection  of  Alabama  as  the  site  of 
its  first  U.S.  automotive  manufacturing  facility.  Mercedes  officials  stated 
unequivocally  that  Alabama  was  selected  because  of  the  cooperative  effort 
made  by  state  officials  and  business  and  industry  working  in  concert  with 
community  leaders .  They  said  that  during  the  selection  process  they 
considered  similar  economic  packages  from  other  states,  but  it  was  the 
sense  of  community  displayed  by  Alabama  that  won  them  over. 

This  was  an  effort  of  which  our  state  is  very  proud.  Studies  predict  that 
the  Mercedes  plant  will  result  in  the  addition  of  some  15,000  jobs  and 
$7.33  billion  to  the  state's  economy  over  a  20-year  period.  As  you  know, 
Mercedes  Benz  desired  to  locate  a  plant  somewhere  in  the  United  States  that 
would  provide  them,  among  other  things,  with  the  best  geographic  region  to 
reduce  transportation  costs,  a  workforce  with  great  potential,  a  long-term 
partnership  and  a  state  that  offered  Mercedes  the  right  fit  from  a  quality 
of  life  standpoint.  After  an  exhaustive  search  in  which  more  than  30  states 
were  considered,  the  state  of  Alabama  was  chosen. 
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The  successful  venture  with  Mercedes  has  clarified  our  vision  and 
understanding  of  what  must  be  accomplished  to  promote  the  economic 
development  of  our  communities.  Instrumental  in  this  promotion  is  "Vision 
Alabama, "  a  blueprint  outlining  a  long-term  strategy  for  the  economic 
development  of  the  state  developed  by  the  Economic  Development  Partnership 
of  Alabama.  Vision  Alabama,  we  believe,  will  ensure  a  brighter  future  for 
all  Alabamians  that  will  focus  on  attracting  the  highest 
quality /value- added  jobs  possible  to  raise  employment  and  per  capita 
income.  Vision  Alabama  emphasizes  four  major  areas  for  development:  human 
resources,  government/regulatory,  infrastructure  and  quality  of  life.  We 
believe  that  within  these  four  areas  lie  the  keys  to  the  economic  success 
and  well-being  of  our  communities. 

In  1990,  Alabama  Power  created  a  comprehensive  community  development 
program  with  both  a  micro  and  holistic  approach  with  four  distinct  but 
integrated  phases.  The  first  is  "community  initiatives."  This  phase  assists 
communities  in  their  beginning  efforts  as  they  organize  to  attract  business 
prospects.  This  effort  includes  an  assessment  of  a  community's  capacity 
along  with  an  action  plan  for  implementation;  assistance  with  community 
data  relevant  to  what  prospects  are  looking  for;  recruitment  team 
preparation;  strategic  planning  and  guidance  for  organizing  long-term 
economic  development  efforts. 

The  second  area  of  assistance  includes  scholarships  for  off-site  workshops, 
seminars  and  conferences  that  broaden  the  understanding  of  economic 
development  processes.  We  also  cosponsor  a  statewide  series  of  seminars 
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that  are  presented  at  various  locations  around  the  state.  These  single 
topic,  one-day  offerings  attempt  to  inform  community  leaders  on  various 
topics  relevant  to  economic  development  strategies  and  practices.  Seminar 
topics  range  from  "How  to  Attract  Retiree  Business"  to  "How  to  Work  with 
International  Prospects."  A  video  tape  library  is  maintained  on  economic 
development  subjects  and  is  made  available  to  community  leaders  not  able  to 
attend  workshops. 

The  third  area  provides  direct  or  indirect  financial  assistance  to 
communities  that  have  made  a  significant  commitment  to  economic  development 
planning.  A  mini-grant  program  provides  matching  funds  (not  to  exceed 
$1,000)  for  community  economic  development  initiatives  such  as  the 
improvement  of  a  community's  appearance.  The  intent  of  the  mini-grant  is  to 
leave  something  physical  that  will  enhance  future  economic  development 
efforts . 

A  more  important  and  very  tangible  program  is  assistance  in  the  development 
of  community  industrial  parks  and  "speculative"  buildings.  The  company 
provides  professional  site  assessments  to  evaluate  alternative  sites  for 
industrial  parks.  After  the  site  has  been  acquired,  financial  assistance  is 
available  for  concept  design,  i.e.,  engineered  layout  to  maximize  the 
development  acreage  acquired. 

To  advance  the  construction  of  quality  available  buildings  which  will 
assist  communities  in  improving  their  opportunities  for  economic  growth, 
our  company  has  committed  $3  million  to  an  interest-free  loan  program 
available  to  communities  that  want  to  build  promotional  or  "speculative" 
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buildings.  Five  buildings  have  been  financed  and  three  are  under 
construction.  We  will  provide  a  loan  for  70  percent  of  the  structural  costs 
of  the  building  for  a  period  not  to  exceed  4  years.  Eligibility  includes 
minimum  acreages,  full  utilities  to  the  site,  environmental  assessment, 
architectural  review,  marketing  plan,  and  restrictive  covenants. 

Another  example  of  our  continuing  effort  to  help  communities  is  the  Alabama 
Resource  Centers.  Our  company  built  and  funded  the  state-of-the-art 
business  location  centers.  These  centers  provide  in-depth  information  to 
site  selectors  on  potential  locations  statewide.  Information  on 
communities,  large  and  small,  is  provided  at  the  centers.  This  means  that 
communities  are  able  to  compete  for  projects  on  a  more  equal  basis  with 
high  quality,  accurate  data  and  information.  This  concept  began  in 
Birmingham  and  has  now  been  expanded  to  three  other  locations  throughout 
the  state. 

Partnerships  of  community  development  groups  within  the  state  is  critical 
to  future  success.  This  year,  15  Alabama  communities  were  eligible  to  make 
applications  for  Enterprise  Zone/Empowerment  Community  funding  competition 
through  the  U.S.  Department  of  Agriculture.  This  competition  brought 
together  personnel  from  our  company,  universities  around  the  state  and 
regional  planning  organizations  to  assist  the  eligible  communities  in 
developing  long  range  plans  and  strategies .  This  was  a  comprehensive 
process  that  resulted  in  a  10-year  strategic  plan- -a  first  for  many  of 
these  counties.  The  primary  focus  for  improvement  was  infrastructure, 
economic  development ,  and  human  resources  needs .  Development  of  the 
partnerships  and  the  completion  of  a  strategic  plan  resulted  in  a  more 
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focused  effort  toward  a  better  community. 


Many  of  these  communities  have  deficiencies  in  local  inf rastructure-- 
specif ically,  lack  of  local  water  supplies,  access  to  sewage  and  solid 
waste  disposal,  capital  for  housing  development  and  new  job  opportunities. 

The  Economic  Development  Administration's  record  of  meeting  some  of  these 
needs- -primarily  water  and  sewer  funding- -is  unchallenged.  These 
improvements  have  resulted  in  bringing  new  opportunities  to  the  communities 
that  have  enhanced  their  quality  of  life.  However,  the  challenge  is  even 
greater  today  with  the  specter  of  global  competition  for  jobs  and 
investment  and  the  needs  being  so  great. 

Mr.  Chairman,  if  I  could  address  some  recommendations,  we  would  suggest  the 
following: 

First,  continue  programs  that  require  as  a  condition  precedent,  a 
comprehensive  strategic  planning  process.  This  would  tend  to  minimize  the 
"Band-Aid"  approach  to  funding  needed  projects  and  force  communities  to 
look  long-term  and  utilize  their  strengths. 

Second,  local  universities  have  significant  resources  and  outreach  programs 
that  communities  can  utilize,  such  as  strategic  planning  and  assistance  to 
local  industry  in  the  application  of  new  technologies.  Regional  planning 
organizations  can  play  a  key  role  in  assisting  communities  in  an  advisory 
capacity  and  in  applying  for  federal  funds.  They  are  in  many  cases 
underutilized  in  the  delivery  system  for  federal  funds.  These  institutions 
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should  be  encouraged  to  participate  in  local  community  initiatives. 

Third,  the  delivery  system  for  funding  is  often  confusing  to  local 
communities.  A  single  source  as  to  what  is  available  and  a  more  simplified 
method  of  applying  for  funding  would  encourage  more  communities  to  be 
involved  in  the  process.  Not  all  communities  have  staff  to  monitor  federal 
and  state  programs.  Combining  programs  with  a  one-step  application  process 
is  needed. 

Fourth,  many  of  the  communities  in  our  area  lack  the  ability  to  attract 
investment  due  to  the  lack  of  loan  funds .  Many  of  the  regional  planning 
organizations  have  revolving  loan  funds  but  do  not  have  adequate  "funding.' 
Leveraging  federal  funds  with  local  or  private  funding  would  be  a  step  in 
the  right  direction.  Regional  planning  groups  have  an  excellent  record  of 
managing  these  loan  funds.  They  are,  however,  under  capitalized. 

Mr.  Chairman,  our  company  is  committed  to  a  process  of  helping  local 
communities  become  economically  competitive.  But  more  importantly,  we  are 
committed  to  supporting  new  federal  roles  in  the  local  community 
development  process  and  want  to  be  a  strong  partner. 

Mr.  Chairman,  once  again,  I  thank  you  for  your  invitation  to  appear  before 
this  subcommittee  today. 
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